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A B S T R A C T
The p u r p o se  o f  this thesis  is to do e x p lo r a to r y  r e s e a r c h  into the 
m ark etin g  p r a c t i c e s  in North Dakota o f  s e le c te d  p r o p e r t y  and l ia b i l i ty  
in su ra n ce  c o m p a n ie s .  The data obtained  is  f r o m  a com b in a t ion  o f  the 
fo l low in g  s o u r c e s :
a) p e r s o n a l  in te rv ie w s  with r e p re s e n ta t iv e s  o f  the s e le c te d  f irm s
b) a r e v ie w  o f  p ertin en t  North Dakota in su ra n ce  l i te ra tu re ;  and
c) an a n a lys is  o f  re leva n t  a r t i c le s  and texts o f  in su ra n ce  and 
m arketin g  in fo rm a tion .
S ince  N orth  Dakota statehood  in 1889, when the O ff ic e  o f  C o m m is  
s io n e r  o f  In su ra n ce  was c re a te d ,  a ll  in su ra n ce  co m p a n ie s  l i c e n s e d  in  
the State have been  regu la ted  by  the in su ra n ce  law s o f  the State. W ith­
in the bounds o f  th ese  law s, the c o m p a n ie s  in the p r o p e r t y  and l ia b i l i ty  
in su ra n ce  in d u stry  m a y  c h o o s e  to m a rk e t  the ir  p ro d u cts  by  any o f  s e v ­
e r a l  m eth od s .
M any changes  a re  taking p la c e  in the m arketin g  o f  p r o p e r t y  and 
l ia b i l i ty  in s u ra n ce  in N orth Dakota. L a r g e - s c a l e  e n te r p r is e s  w riting  
m u lt ip le - l in e s  o f  in su ra n ce  a r e  in vogue . A gents  r e m a in  as the m a jo r  
channel o f  d is tr ibu tion  but m any o f  th e ir  functions  a r e  being taken o v e r  
by the h om e and b ra n ch  o f f i c e s  o f  the co m p a n ie s  they re p re s e n t .  A s  a
v i i i
co n se q u e n c e ,  c o m m is s i o n  rates  a re  lo w e r  and d ir e c t -w r it in g  agents 
a r e  g ra d u a lly  su p ersed in g  g e n era l  agents.
In cr e a s in g  co m p e t it io n  f o r  the c o n s u m e r 's  d o l la r  is  prom pting  
innovation  in m arketin g  techn iques . C lo s e r  con ta ct  is being e s ta b ­
l ish ed  with the public  through  In cr e a s e d  a d vert is in g  and public  r e l a ­
tions e f fo r ts  by  in s u r e r s .  B etter  c o v e r a g e s  and expanded s e r v i c e s  
a r e  be ing  m a rk e te d  at the lo w e s t  p o s s ib le  c o s t .  T rem en d ou s  o p p o r ­
tunities e x is t  in N orth Dakota fo r  any p r o p e r t y  and l ia b i l i ty  in su ran ce  
co m p a n y  w ill ing  to a g g r e s s iv e ly  m a rk e t  th e ir  p ro d u cts .
IX
C H A P T E R  I
IN TRO D U C TIO N  
P u rp o s e  and Scope
The intent o f  this th es is  is  to in v est iga te  the m arketin g  p r a c t i c e s
in North Dakota o f  s e le c te d  p r o p e r t y  and l ia b i l i ty  in su ra n ce  c o m p a n ie s .
As defined  by the C o m m itte e  on D efin itions  o f  the A m e r i c a n  M arketing
A s s o c ia t io n ,  m ark et in g  is  "the p e r fo r m a n c e  o f  b u s in e ss  a c t iv it ie s  that
d ir e c t  the f low  o f  g ood s  and s e r v i c e s  f r o m  p r o d u c e r  to c o n s u m e r  o r
u s e r .  A r e c e n t  in su ra n ce  text d e s c r ib e s  p r o p e r t y  and l ia b i l i ty
in su ra n ce  as that d iv is io n  o f  in su ra n ce  w hich  handles  a ll c o v e r a g e s
2
ex ce p t  l i fe  in su ra n ce .
Due to its p r e d o m in e n ce  in the in su ra n ce  industry , an em p h as is  
is p la ce d  on au tom ob ile  in su ra n ce  in this study. P r i m a r y  c o n s id e r a t io n  
is  g iven  to an a n a lys is  o f  the s e le c te d  c o m p a n ie s ' .p re se n t  m ethods  o f  
m erch a n d is in g ,  their  m arketin g  o r  d istr ibu tion  channels ,  and their  
s e r v i c e s  and s e r v i c e  fa c i l i t ie s .  M erch a n d is in g ,  as u sed  h ere ,  is
The C o m m itte e  on D efin itions  o f  the A m e r ic a n  M arketing 
A s s o c ia t io n ,  M arketing D efin itions , (C h icago : A m e r ic a n  M arketing 
A s s o c ia t io n ,  I960), p. 15.
2 E m e r s o n  C a m m a ck  and R o b e r t  I. M ehr, P r in c ip le s  o f In s u r a n ce , 
(3rd ed. ; H om ew ood , I l l in o is :  R ich a rd  D. Irw in , I n c . ,  1961), pp. 8 -1 0 .
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defined  as "the planning and su p e rv is io n  in vo lved  in m arketing  the 
p a r t icu la r  m e r ch a n d ise  o r  s e r v i c e  at the p la c e s ,  t im es ,  and p r i c e s ,  
and in the quantities w hich  w ill  b e s t  s e r v e  to r e a l iz e  the m arketing  
o b je c t iv e s  o f  the business*  " A c c o r d in g  to a d ic t io n a ry  o f  in su ran ce  
t e r m s ,  a p r e m iu m  is  "the am ount o f  m o n e y  w hich the p o l ic y h o ld e r
4
a g r e e s  to pay  to the in su ra n ce  com p a n y  fo r  the p o l i c y  o f  in su ra n ce .  "
This study a lso  r e p re s e n ts  an attem pt to d e te rm in e  new trends 
in the p r o p e r ty  and l ia b i l i ty  in su ran ce  in dustry  as to p ro d u ct  l ines , 
c o m p e t it iv e  p r ic in g  tech n iqu es ,  and channels  o f  m arketin g . In addition, 
the e f fe c ts  o f  o rga n iza t ion a l s tru ctu ra l  changes  on in su ra n ce  com p a n y  
m arketing  p r a c t i c e s  is ana lyzed .
A p p ro a ch
This study is  based  p r im a r i ly  on a s e r ie s  o f  in te rv ie w s  with r e p ­
re se n ta t iv e s  o f  s e le c te d  in su ra n ce  co m p a n ie s  in North Dakota. T h ese  
in te rv ie w s  em p loyed  the qu est ion n a ire  conta ined  in A ppendix  A . The 
qu est ion n a ire  was tested  in T h ief  R iv e r  F a lls ,  M innesota  b e fo r e  being 
e m p lo y e d  fo r  the study.
C om pan y  s e le c t io n s  fo r  the study w e re  based  e n t ire ly  on d ir e c t  
p r e m iu m  v o lu m es  sold . The d ir e c t  f ig u re s  w e r e  used  as they show  the 
extent to w hich the co m p a n y  was ab le  to s e l l  its s e r v i c e s  to the public .
3
The C o m m itte e  on D efin itions o f  the A m e r ic a n  M arketing 
A s s o c ia t io n ,  p. 17.
4
L ew is  E. D avids, D ic t ion a ry  o f  In su r a n ce , (Totow a , New J e r s e y  
L itt le f ie ld ,  A dam s and C o . ,  1965) pp. 164-65 .
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The c o m p a n ie s  c h o s e n  w e r e  p a r t ia l ly  s e le c te d  f r o m  a s e r ie s  o f  is su e s  
o f  B e s t 's  R e v ie w  w hich  l is te d  the la r g e s t  w r i t e r s  o f  p r o p e r t y  and l i a ­
b il ity  in s u ra n ce  in the United States and in North Dakota in 1969.  ̂ The 
rem ain in g  c o m p a n ie s  w e r e  s e le c te d  f r o m  a s ta t is t ica l  r e p o r t  is s u e d  by 
the N orth Dakota In su ra n ce  C o m m is s io n e r .  The total n um ber o f  c o m ­
pan ies  r e p r e s e n te d  is twenty. T h e ir  nam es  and the nam es  o f  their  
r e p re s e n ta t iv e s  in te rv ie w e d  a r e  l is te d  in A ppendix  B. The com p a n ies  
c h o s e n  a re  b e l ie v e d  to have been  a r e p re s e n ta t iv e  c r o s s - s e c t i o n  o f  a ll 
in s u ra n ce  c o m p a n ie s  by  type o f  in su ra n ce  so ld  and the channels  o f  
m a rk et in g  em p loyed .
L im ita t ion s
B e ca u se  o f  t im e  and expenditure  l im ita t ion s  the in terv iew s  a re  
l im ite d  to the l o c a le  o f  G rand F o r k s ,  N orth Dakota. H ow ever ,  the 
m ark etin g  p r a c t i c e s  o f  the c o m p a n ie s  in te rv ie w e d  a r e  fe lt  to be r e p r e ­
sentative  o f  the in d u s try 's  m arketing  p r a c t i c e s  in the state.
O r g an ization  o f  the Study
The study is  o rg a n iz e d  in  f ive  ch a p te rs .  C hapter II is  a gen era l  
o v e r v ie w  o f  the p r o p e r t y  and l ia b i l i ty  in su ra n ce  industry . It inc ludes
“’ " In s u ra n ce  P r e m iu m  D istr ibution , "  B e s t 's  R ev iew , P r o p e r t y /  
L ia b i l i ty  In su ra n ce  E d it io n , LXXI, N os. 2 -5  (1970).
^North Dakota, O f f i c e  o f  the C o m m is s io n e r  o f  In su ran ce ,  S tatisti-  
c a l  R e p o r t  o f  In su ra n ce  C om pan y  In form ation , 1 9 6 6 -1 9 6 7 , b y  K. O. N y- 
gaard, (B is m a r c k ,  North Dakota: 1968), pp. 11 -18 .
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an exp lanation  o f  the r o le  o f  in su ra n ce  in so c ie ty ,  its regu la tion , a 
l is tin g  o f  the c o v e r a g e s  so ld  in the ind ustry , and a c la s s i f i c a t io n  o f  
the c o m p a n y  types g rou p ed  by  the ir  o rg a n iza t io n .  It a lso  p r o v id e s  a 
d e s c r ip t io n  o f  the m a rk et in g  chann els  within the industry .
The th ird  ch a p ter  is  an h is t o r i c a l  r e v ie w  o f  the in su ra n ce  indus­
t r y  on a state, national, and w o r ld -w id e  b a s is .  A n  an a lys is  o f  the 
s u rv e y  data is  con ta ined  in C hapter IV. The s u m m a ry  and c o n c lu ­
s ions  a r e  found in C hapter  V.
C H A P T E R  II
A  G E N E R A L  O V E R V IE W  O F THE 
P R O P E R T Y  AN D  L IA B IL IT Y  INSURANCE INDUSTRY
The R o le  o f  In su ran ce  in S o c ie ty  
P r o v id in g  r e l i e f  f r o m  fe a r  o f  l o s s ,  o r  r isk ,  is p erh a p s  the f e a ­
ture  o f  in su ra n ce  that has the g re a te s t  im p a c t  on so c ie ty .  An in s u r ­
ance  d ic t io n a r y  d e fin es  r isk  as  "an y  ch an ce  o f  l o s s .  " T ech n ica l ly ,  
it  is  the p e r ce n ta g e  o f  ch an ce  that a g iven  con t in gen cy  w il l  o c c u r .
In su ra n ce  can  be  c o n s id e r e d  as an e c o n o m ic  o r  s o c ia l  institution 
d es ig n ed  to p e r f o r m  c e r ta in  functions  as w e ll  as a le g a l  c o n tr a c t  b e ­
tw een  two p a r t ie s .  A  d e fin ition  o f  in su ra n ce  w hich  c o m b in e s  both 
a p p ro a ch e s  is the fo l low in g :
In su ra n ce  is  an e c o n o m ic  institution  that r e d u c e s  
r i s k  both to a s o c ie t y  and to ind ividuals  by  com bin in g  
under one a g g re g a te  m anagem ent a la r g e  group  o f  o b je c ts  
so situated that the a g grega te  l o s s e s  to w hich s o c ie t y  is 
su b jec t  b e c o m e  p r e d ic ta b le  within n a r r o w  l im its .  In s u r ­
a n ce  is  u su a lly  a f fe c te d  by, and can  be said  to in c lude , 
a l l  le g a l  c o n tr a c ts  under w hich the in s u re r ,  fo r  c o n s id e r a ­
tion, p r o m is e s  to r e im b u r s e  the in su red  fo r  any lo s s  
su ffe re d  during the t e r m  of the a g re e m e n t .  ^
* D avids, 184.
2 M ark  R. G reen e , R isk  and In su r a n ce , (C incinnati, Ohio: South 
W estern  P u blish ing  C o . ,  1962), p. 46.
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P r o p e r t y  and l ia b i l i ty  in su ra n ce  c o m p a n ie s  do not m an u factu re  
a c o m m o d ity  o r  s e l l  a s e r v i c e  within the o r d in a r y  m eaning o f  the te rm . 
They se l l  c o n tr a c ts  c a l le d  p o l i c i e s  w h e re b y  the c o m p a n ie s ,  as the in ­
s u r e r s ,  a g re e  to in d em n ify  the b u y e rs ,  known as the in su re d s ,  against 
c e r ta in  sustained  l o s s e s .  The p u r c h a s e  p r i c e  o f  a p o l i c y  is c a l le d  a 
p re m iu m . The p r e m iu m  paid  by an a s s u r e d  c o v e r s  a s p e c i f ie d  te r m  
o f  m onths o r  y e a rs ,  and a fter  the t e r m  o f  the c o n t r a c t  e x p ir e s  the 
co m p a n y  is no lo n g e r  l ia b le  to the in su red .
R egu lation  o f  the In su ra n ce  In du stry  
P e ca u se  o f  the c h a r a c te r  o f  the in su ra n ce  bu siness  and the 
s p e c ia l  type o f  co n tra c ts  in su ra n ce  co m p a n ie s  se l l ,  and a ls o  b e ca u se  
o f  the v ita l p la c e  the p o l i c y  co n tr a c ts  o c c u p y  in our national e co n o m y , 
the in su ra n ce  in d u stry  is  c l o s e l y  s u p e rv ise d  and regu la ted  by the f ifty  
states , P u erto  R ico ,  and the D is t r ic t  o f  C o lu m bia , The state r e g u la ­
to ry  b od ies  have c r e a te d  a n e a r ly  u n i fo rm  type o f  annual f inancia l 
statem ent fo r  the industry . A ll  in su ra n ce  c o m p a n ie s  a r e  r e q u ir e d  to 
p r e p a r e  these  s ta tem ents  each  year  and to subm it them  to the v a r iou s  
auth or it ies ,  u su a lly  known as c o m m is s i o n e r s  o f  in su ra n ce .
D iv is ion s  o f  In su ra nce
The in su ra n ce  industry , l ike  m o s t  o ther  in d u s tr ie s ,  is  c o m p o s e d  
o f  m any d if fe re n t  bu s in ess  units. If the w hole  f ie ld  o f  in su ra n ce  today 
w e re  d iv ided  by the nature o f  the p o l i c y  c o v e r a g e s ,  the d iv is io n s  would
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in c lude : (1) p r o p e r ty ,  (2) l iab ility ,  (3) l i fe ,  and (4) health insurance . 
L ife  and health  p e r i l s  a r e  o ften  c o m b in e d  as " p e r s o n a l "  in su ran ce  
based  on  the in s u re d  h im s e l f ,  as o p p o se d  to l o s s e s  involv ing  " p r o p e r ­
ty" o f  the p o l i c y h o ld e r .  L ife  in su ra n ce  c o m p a n ie s  w r ite  a ll l i f e  p o l i ­
c i e s  and a r e  p red om in a n t  in  the w riting  o f  health in su ra n ce  p o l i c ie s .
M arine, f ire ,  and a l l ie d  l in es  o f  in su ra n ce  a r e  r e fe r r e d  to as 
p r o p e r t y  in su ra n ce  w h ile  l ia b i l i ty  in su ra n ce  in c lu d es  p u b lic  l iab ility , 
au tom ob ile ,  and w o rk m e n 's  c o m p e n sa t io n  in su ra n ce .  The com bin ation  
o f  p r o p e r t y  p lus l ia b i l i ty  in su ra n ce  is  t e r m e d  m u lt ip le - l in e .  When 
p r o p e r ty ,  l iab il ity ,  l i fe ,  and health  in s u ra n ce  is  w ritten  togeth er  by 
one com pa n y , co m p a n y  group, o r  con tra ct ,  the r e s u lt  is  defined  as 
" a l l - l i n e s "  in su ra n ce .  In T able  1 is a l is tin g  o f  the m o r e  co m m o n  
lin es  o f  in su ra n ce  so ld  b y  p r o p e r t y  and l ia b i l i ty  in su ra n ce  co m p a n ie s .
In su ra n ce  institutions in the United States have two b a s ic  f o r m s  
o f  o w n ersh ip :  p r iv a te  and public  (a lso  c a l le d  go v e rn m e n ta l  or  so c ia l  
in su ra n ce ) .  P r iv a te  in su ra n ce  c o n s is ts  o f  a ll  types  o f  c o v e r a g e s  
w ritten  by  p r iv a te ly  o rg a n iz e d  groups , w hether they c o n s is t  o f  a s s o c i a ­
tions o f  ind iv idua ls ,  s to ck h o ld e rs ,  p o l i c y h o ld e r s ,  o r  s o m e  com bin ation  
o f  th ese .  P u b lic  in su ra n ce  in c lu d es  a l l  types o f  c o v e r a g e s  w ritten  o r  
s p o n so r e d  b y  gov ern m en ta l  b o d i e s - - f e d e r a l ,  state, and lo c a l .
P r iv a te  and public  in su ra n ce  m a y  be fu rth er  c la s s i f i e d  into two
O
JDavis W. G reg g  and John D. Long, P r o p e r t y  and L ia b il ity  
In su ran ce  Handbook, (H om ew ood , I l l in o is :  R ich a rd  D. Irw in , Inc. , 
1965), p. 733.
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s u b -g r o u p s :  vo lu n tary  and invo luntary  in su ra n ce  c o v e r a g e s .  A g rea t  
m a jo r i ty  o f  g ov ern m en ta l  in su ra n ce  is  involuntary ; that is ,  it is  r e ­
qu ired  by law  that the in su ra n ce  be p u rch a se d  by  c e r ta in  g rou p s  and 
under ce r ta in  con d it ion s .  M ost  p r iv a te  in su ran ce ,  h o w e v e r ,  is  v o lu n ­
tary, an e x ce p t io n  being au to m o b ile  l ia b i l i ty  in su ra n ce  in s o m e  states .
T A B L E  1
COM M ON  P R O P E R T Y  AND 
L IA B IL IT Y  INSU RAN CE LINES a
F ir e
Extended  c o v e r a g e  
O ther a ll ied  l in es  
Earthquake 
G row ing c r o p s
O cea n  m a r in e  and inland m a r in e
F id e lity
Surety
Glas s
Auto l ia b i l i ty  (B. I. )
Auto l ia b i l i ty  (P. D. )
Auto p h y s ic a l  dam age
A ir c r a f t  p h y s ic a l  d am age  
L ia b il i ty  o ther  than auto (B. I. ) 
L ia b i l i ty  o ther  than auto (P. D. ) 
B u rg la ry  and theft 
B o i le r  and m a ch in e r y  
C o m m e r c ia l  m u ltip le  p e r i l  
A c c id e n t  onLy (individual)
A c c id e n t  and health (individual) 
H osp ita l and m ed . ex p e n se  (indiv. ) 
G roup a cc id e n t  and health 
W o r k m e n 's  C om p en sation  
N on ca n ce l la b le  a c c id e n t  and health
aIR M  Punched  C a rd  Data P r o c e s s in g  fo r  P r o p e r t y  and L ia b il ity  
In su ran ce ,  IB M  Sales  and S ystem s  G uide (White P la in s ,  New Y ork : 
IBM, T e ch n ica l  P u b lica t ion s  D epartm ent),  p. 2.
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In su ran ce  C om pany Types
The in su ra n ce  in dustry  is .m a d e  up o f  m any d if fe re n t  types  o f  
in s u r e r s .  They m ay  be d iv ided  into s ix  c la s s e s  by  ow n ersh ip  a r r a n g e ­
m ents .
Stock C om p an ies
T h ese  a r e  owned and op era ted  by  s to ck h o ld e rs  o f  the cap ita l 
funds. State law s regu la te  the am ount o f  cap ita l r e q u ir e d  fo r  o p e ra t io n  
and the am ount known as su rp lu s . This is  the am ount by w hich  a s se ts  
m u st  e x c e e d  l ia b i l i t ie s  to s e r v e  as a fund fo r  the paym ent o f  l o s s e s  and 
fo r  the p r o te c t io n  o f  p o l i c y h o ld e r 's  funds paid in as advance  p r e m iu m s .  
The p r o v is io n s  in the s to ck  in su ra n ce  c o m p a n ie s '  c h a r te r s  va ry .  In 
m o s t  c a s e s ,  paym ent o f  a ll  p r o f i t s  is  to s to ck h o ld e rs ,  but s o m e t im e s  
the am ounts that s to ck h o ld e rs  m ay  r e c e iv e  is  l im ited .  P a rt ic ip a t in g  
stock  c o m p a n ie s '  c h a r te r s  p ro v id e  that p art  o f  the p r o f i t s  m ay  be r e ­
turned to the p o l i c y h o ld e r s .  Stock  c o m p a n ie s  co m p le te ly  dom inate  the 
United States m a rk et  in  p r o p e r ty  and l iab il ity  in su ran ce .
Mutual C om p an ies
T h ese  a r e  o i 'gan ized  in each  state as n o n -p r o f i t  c o r p o r a t io n s .
The p o l i c y h o ld e r s  th e m s e lv e s  own the com pa n y  and r e c e iv e  all e x c e s s  
in c o m e  as d iv idends o r  a red u ction  in prexnium s. The p o l i c y h o ld e r s  
e le c t  a board  o f  d i r e c t o r s  to m anage the com pany . A  m utual is  i n c o r ­
p o ra te d  with a stated am ount o f  cap ita l.
] 0
R e c ip r o c a ls
R e c ip r o c a l  o r  in te r in su ra n ce  o rg a n iza t io n s  a r e  fo r m e d  by  a 
group  o f  ind ividuals , f i r m s ,  o r  c o r p o r a t io n s .  T h ey  g e n e ra l ly  o p e ra te  
fo r  the benefit  o f  th e ir  p o l i c y h o ld e r s ,  and a g re a t  m any o f  th e ir  o p e r a ­
tions a r e  s im ila r  to mutual p r o p e r ty  and l ia b i l i ty  in su ra n ce  co m p a n ie s .  
They a r e  u n in co rp o ra te d  and op era ted  by an appointed  individual o r  
c o r p o r a t io n  known as an a t t o r n e y - in - fa c t .  S om e states  r e q u ir e  them  
to fu rn ish  a contingent fund to supply  cap ita l.
T h ese  r e c ip r o c a l s ,  o r  exchanges , a r e  d e v is e s  w h e re b y  p e r s o n s  
c o m b in e  to in su re  each  other . P o l i c i e s  a re  not is su e d  s in ce  the m e m ­
b e r s  o n ly  " e x c h a n g e "  in su ra n ce  b y  help ing to "u n d e r w r ite "  c o v e r a g e
fo r  the m e m b e r s h ip .  U nderw rit ing  is  defined  as the p r o c e s s  o f  a c c e p t -
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ing to in su re  a ll  o r  a p o r t io n  o f  a p a r t icu la r  p r o p o s a l  fo r  in su ra n ce .  
U nderw riting m ay  be done by a group  o f  in su re d s  o r  an ou ts ide  c o m ­
pany o r  individual. T h ese  p e o p le  a r e  known as u n d e rw r ite rs .
State In su ra n ce  Funds
Funds a r e  c r e a te d  by  state law  to w rite  m a in ly  co m p e n sa t io n  
in su ra n ce  in the states  in w hich  they a re  fo rm e d .  T h ese  funds o p e ra te  
s im i la r ly  to m utuals ex ce p t  that g e n e ra l ly  the funds re d u c e  the c o s t  o f  
in su ra n ce  in advance  by  applying advance  d iscou n ts  to the es ta b lish ed  
ra tes  used  by  p r iv a te  s to ck  and m utual in su ra n ce  co m p a n ie s  w riting
^ C am m ack  and M ehr, 829.
this type o f  in su ra n ce .
L lo y d 's  A s s o c ia t io n s
T h e se  a r e  o rg a n iza t io n s  o f  ind ividuals  jo in e d  togeth er  to u n d e r ­
w r ite  r is k s  on a c o o p e r a t iv e  b a s is .  E ach  p e r s o n  a s s u m e s  r is k s  in 
his  ow n nam e and d oes  not bind the o rga n iza t ion  fo r  h is  o b lig a t ion s .  
L ike the r e c ip r o c a l s ,  the individual u n d e rw rite r  is an in s u r e r .  In a 
L lo y d 's  A s s o c ia t io n  he m a y  not a lw ays be  an in su red  as in a r e c i p r o ­
ca l .  The u n d e r w r i t e r 's  goa l is  to m ak e  a p r o f i t  in a L lo y d 's  A s s o c i a ­
tion; in ,a  r e c i p r o c a l  the u n d e rw r ite r  is  trying to obtain in su ra n ce  at 
c o s t .
S e l f - I n s u r e r s
Indiv iduals  o r  c o m p a n ie s  a re  c o n s id e r e d  s e l f - in s u r e r s  when they 
m ake a con tr ib u t ion  to a fund o f  a re g u la r  p e r io d ic  p r e m iu m , s c ie n t i f i ­
c a l ly  ca lcu la te d  to p ay  l o s s e s  when they  o c c u r .  S e l f - in s u r a n c e  plans 
a r e  m o s t  p re v a le n t  in  the a r e a s  o f  w o rk m e n 's  co m p e n sa t io n  and e m ­
p lo y e e  r e t ir e m e n t  p lans in  la r g e  p r iv a te  industry .
In ternal C om pan y  O rgan iza tion s  in In su ran ce  
In in s u ra n ce  c o m p a n ie s ,  the functions p e r fo r m e d  a r e  o rg a n ize d  
into s e v e r a l  b a s ic  d ep artm en ts  c o m m o n  to m o s t  c o m p a n ie s .  The 
f i r s t  o f  them , the sa les  departm ent, o r  a g en cy  departm en t, has the 
r e s p o n s ib i l i t y  o f  r e c ru it in g ,  tra in ing , and handling the s a le s  p e r s o n ­
nel upon w hom  the continued  grow th  o f  the com p a n y  depends.
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The function  o f  the sa les  departm en t o f  an in su ra n ce  com p a n y  is 
not on ly  to s e l l  the p rod u ct ,  but a lso  to p r o d u ce  it. P r o p e r t y  and l i a ­
b il ity  c o m p a n ie s  u se  two m a jo r  s y s te m s  o f  f ie ld  sa les  o rg a n iza t io n s ;  
the g e n e ra l  a g e n cy  s y s te m , and d ir e c t -w r it in g .  L e s s e r  u sed  m ethods 
a r e  s a le s  through the m a il  b y  m a i l - o r d e r  co m p a n ie s ,  by  b r o k e r s  
re p re se n t in g  the in su red  ra th er  than the in s u r e r ,  and through vending 
m a ch in e s .
A g e n c y  C om p an ies
In this c la s s i f i c a t io n  a re  the s to ck  and m utual c o m p a n ie s  o p e r a t ­
ing under the A m e r ic a n  and Mutual A g e n c y  s y s te m s .  The agents  s e l l ­
ing fo r  this group  a r e  in su ra n ce  a g e n cy  f i r m s  re p re se n t in g  m o r e  than 
one com pa n y . They r e p r e s e n t  the com p a n ies  under c o n tr a c ts  and deal 
d i r e c t ly  with th e ir  a s s u r e d s .  The b u s in ess  b e lon g s  to the agents and 
not to the c o m p a n ie s .  The agents  g e n e ra l ly  type a ll  p o l i c i e s  (new and 
renew al),  b i l l  and c o l l e c t  the p r e m iu m s ,  and r e m it  them  to the in s u r ­
ance  co m p a n ie s  on a net b a s is .  National and re g io n a l  a g e n cy  c o m p a n ­
ies  a ccou n ted  fo r  69. 7 p e r c e n t  o f  d i r e c t  p r e m iu m s  so ld  in 1969 in  the 
United States. ^
D ir e c t -W r it in g  C om p an ies
The c o m p a n ie s  in this c la s s i f i c a t io n  o p e ra te  through th e ir  own
^ B e st 's  R ev iew , P r o p e r t y /L ia b i l i t y  In su ra n ce  Edition, No. 2,
p.  10.
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agents and a r e  c o m m o n ly  known as d i r e c t - w r i t e r s .  E ach  co m p a n y  in 
this group  has its own f o r c e  o f  agents, who, being co m p a n y  e m p lo y e e s ,  
a r e  not p e rm it te d  to w rite  fo r  o ther  co m p a n ie s .  C o m p a n y -e m p lo y e d  
agents do not own the ren ew a l b u s in e s s .  The c o m p a n ie s  in this group  
g e n e ra l ly  p r e p a r e  their  own p o l i c i e s .  They deal d i r e c t ly  with a s su re d s  
in a ll  tra n sa ct ion s  o th er  than selling  the o r ig in a l  p o l i c i e s .  E ach  c o m ­
pany b i l ls  and c o l l e c t s  the p r e m iu m s  d ir e c t ly  f r o m  the a s s u re d s  and 
then pays  the agents their  c o m m is s io n s .  Th ese  c o m p a n ie s  have i n c r e a s ­
ed their  sh are  o f  the in su ra n ce  m a rk e t  by 2 p e r ce n t  s in ce  1967.
A lthough not as c o m m o n ,  o ther  d epartm en ts  a re  a lso  r e q u ire d  by 
m o s t  in su ra n ce  c o m p a n ie s .  The underw rit ing  departm en t is  r e s p o n s i ­
b le  fo r  fix ing standards o f  s e le c t io n  o f  r is k s  and fo r  p a ss in g  jud gem en t 
upon a ll  r is k s .  The lega l sta ff  p e r fo r m s  a ll  the usual lega l  functions 
esse n t ia l  to the op e ra t io n  o f  an in su ra n ce  com pan y . The in v estm en t  d e ­
p artm en t has the task  o f  investing  and m anaging the la r g e  sum s o f  m o n ­
ey paid in annually to an in s u r e r .  A n oth er  departm en t a d m in is te rs  a ll 
c la im s  brought against the co m p a n y  and s til l  another handles  a ll  the a c ­
counting functions . In addition  to d ep artm en ta liz in g  by  th ose  functions, 
m any co m p a n ie s  do so b y  p ro d u ct  types and t e r r i t o r ia l  ju r is d ic t io n .
The in su ra n ce  in dustry  has e vo lv ed  to its p r e se n t  status through 
m any y e a rs  o f  change. P r e s e n t -d a y  fo r m s ,  c o v e r a g e s ,  and functions 
a re  a ll  a cu lm ination  o f  the events  deta iled  in ch ap ter  three .
6Ibid.
C H A P T E R  III
THE H IS TO R IC A L D E V E L O P M E N T  
O F  P R O P E R T Y  AND L IA B IL IT Y  INSURANCE
A n cien t  W or ld  In su ran ce
The actual o r ig in  o f  in s u ra n ce  is unknown, but the f i r s t  known use 
o f  anything r e s e m b lin g  in su ra n ce  c o n t r a c ts  is  found in e a r ly  r e c o r d s  o f  
E abylon ian  c o m m e r c e .  Thus, the foundations o f  p r o p e r t y  and l ia b i l i ty  
in su ra n ce  date back  about f ive  thousand y e a rs .
L a rg e  B abylon ian  m e rch a n ts  e m p lo y e d  trave lin g  s a le s m e n  to a s ­
s is t  th em  in distant lands. The s a le sm e n  p led ged  their  p r o p e r ty ,  w ife , 
and ch i ld re n  aga inst  the m erch a n ts  w a re s  w hich  they w e r e  se ll in g .  Upon 
returning  f r o m  their  jo u r n e y s ,  the s a le sm e n  w e r e  f o r c e d  to sh are  the 
in c o m e  they had attained o r  l o s e  their  p le d g e s .  But this a rra n g e m e n t  
p r o v e d  u n sa t is fa c to r y  i f  the s a le s m e n 's  g ood s  w e r e  sto len . By a g r e e ­
m ent with the m e rch a n ts ,  they  w e re  f r e e d  f r o m  their  p led ge  in the. c a s e  
o f  such  events , th e re b y  b e co m in g  " in s u r e d "  aga inst theft. So c o m m o n  
was this a r ra n g e m e n t  that it was in c luded  in the C ode  o f  H am m u rab i 
w hich  was c o m p i le d  about 2250 B. C. This p r a c t i c e  then spread  to 
P h o e n ic ia ,  w h ere  the p r in c ip le  w as app lied  to a ll types  o f  shipping. The
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p r a c t i c e  spread  f r o m  th ere  throughout the ancien t  w orld .
In su ran ce  in the M iddle  A g es
A lthough in su ra n ce  had its  o r ig in s  in the ancien t  w orld , the d e ­
ve lop m en t  o f  in su ra n ce  fo r m s ,  as we know them  today, did not beg in  
until about the fourteenth  cen tury . During the M iddle  A g e s  v a r io u s  a s ­
s o c ia t io n s  o f  m en  with c o m m o n  b u s in e ss  in te re s ts ,  c a l le d  gu ilds , a c c u m ­
ulated  funds fo r  insuring  the c o m m o n  p e r i l s  o f  f i r e  and r o b b e r y .  In 1310, 
in F la n d e rs ,  the f i r s t  c o m m e r c i a l  in su ra n ce  co m p a n y  was c h a r te r e d  to 
s e l l  p o l i c i e s  in su rin g  m e r c h a n d is e  aga inst p e r i l s  o f  tran sporta t ion ,  both 
on land and on sea. Thus, the in su ra n ce  in dustry  and p o l i c y  f o r m s  b e ­
gan to take on m o d e rn  for,m.
R u les  govern in g  the w riting o f  m a r in e  in su ra n ce  began  to be d e ­
v is e d  and, by  the fifteenth  cen tury , there  w e re  h igh ly  d e v e lo p e d  c o d e s  
o f  ru le s  c o n c e rn in g  m a r in e  in su ra n ce .  In England, in 15 74, Queen 
E lizabeth  au th or ized  a b i l l  that c r e a te d  a C h am ber  o f  In su ran ce  to s e l l  
m a r in e  in su ra n ce .  The f i r s t  c o r p o r a t io n  o rg a n iz e d  to do a m a r in e  in ­
su ra n ce  b u s in e ss  was o rg a n ize d  in P a r is  in  1668, but it was u n s u c c e s s ­
ful and did not r e m a in  in b u s in e ss .
W hereas  m e rch a n ts  had been  w riting  in su ra n ce  on a p a r t - t im e  
bas is  to this t im e, they soon  began to be  supplanted by fu l l - t im e  u n d e r ­
w r i t e r s .  T h ese  m en w ould  gather in the London c o f fe e h o u s e s  to c o n ­
duct b u s in ess  and l is ten  fo r  in fo rm a tio n  p ertin ent to their  b u s in e s s .  The 
m o s t  popu lar  o f  these  c o f fe e h o u s e s ,  ow ned by  Edw ard  L loyd , b e c a m e
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a cce p te d  as the p la c e  f o r  m o s t  in su ra n ce  u n d e rw r ite rs  to gather and 
was la ter  known as " L l o y d 's  o f  London. 11 F r o m  this was d e v e lo p e d  the 
p r e s e n t -d a y  L lo y d 's  o rg a n iza t io n s .
F i r e  in su ra n ce  d e v e lo p e d  rap id ly  fo l low in g  the d e s tru c t io n  o f  L o n ­
don by  f i r e  in 1666. S ev e ra l  c o m p a n ie s  w e re  begun to o f fe r  in su ra n ce  
aga inst  l o s s e s  to d w ell in gs  and b u s in e s s  bu ild ings  by f ire .  In 1710, a 
London p r o m o t e r  began  the p r a c t i c e  o f  a ssu m in g  the f i r e  r isk  on c o n ­
tents as w e ll  as on the build ing it se l f .  He o rg a n ize d  a co m p a n y  w hich  
is  c o n s id e r e d  the foundation o f  m o d e rn  f i r e  in su ra n ce .  The co m p a n y  is 
s til l  in b u s in e ss  today  bear in g  the nam e "Sun In su ra n ce  O ff ic e .  11
D eve lop m en t o f  In su ra n ce  in A m e r i c a
In su ran ce  in the c o lo n ie s  was handled  a lm o s t  e n t ir e ly  by fo re ig n  
u n d e rw r ite rs  until a fter  the R evo lu tion . M ost  o f  the b u s in e ss  was 
w ritten  by  E nglish  in s u r e r s  and was in the a re a  o f  m a r in e  in su ra n ce .  
H ow ever , by 1760, a substantia l v o lu m e  o f  m a r in e  in su ra n ce  was being 
t ra n sa c te d  in the A m e r i c a n  equ ivalent o f  L lo y d 's  A s s o c ia t io n s  in P h i la ­
delphia  by  A m e r i c a n  u n d e r w r ite r s .  The g r e a te s t  d isadvantage  to A m e r ­
ica n  u n d e rw r ite rs  w as the ir  in ab il ity  to o f fe r  a la r g e  am ount o f  in s u r ­
an ce  due to an in su f f ic ie n t  am ount o f  cap ita l  at th e ir  d isp o s a l .  This 
d isadvantage  was f ina lly  o v e r c o m e  in 1792 when the In su ra n ce  C om pan y  
o f  N orth A m e r i c a  w as ch a r te re d .
W hile  m uch  was being  done to p reven t  f i r e s  in  the c o lo n ie s ,  there  
was litt le  done tow ards  insuring  l o s s e s  due to f i r e .  In 1752, B en jam in
17
F ranklin  was in stru m en ta l  in the fo rm a t io n  o f  a f i r e  in su ra n ce  c o m ­
pany in P h ilade lph ia . The f i r s t  c o m m e r c ia l  com p a n y  o rg a n ize d  to 
w rite  f i r e  in su ran ce  was o rg a n ize d  and c h a r te r e d  in 1792. In 1794, the 
In su ra n ce  C om pan y  o f  North A m e r i c a  began to w r ite  f i r e  in su ra n ce  and 
was the f i r s t  co m p a n y  in A m e r i c a  to in su re  the contents  o f  a building 
as w e ll  as the building itse l f .
A fte r  s e v e r a l  bad e x p e r ie n c e s ,  s m a lle r  c o m p a n ie s  began  to fade 
f r o m  the in su ra n ce  industry . The p e r io d  fo llow ing  1835 was c h a r a c t e r ­
iz e d  by the grow th  o f  la r g e  co m p a n ie s  w riting  b u s in e ss  throughout the 
nation. The f i r s t  state in su ran ce  law s w e r e  p a s s e d  in 1849 by N ew -Y ork . 
In 1866, the f i r e  c o m p a n ie s  banded togeth er  to f o r m  the N ational B oard  
o f  F i r e  U n d e rw r ite rs .  This organ iza t ion ,  w hich is  s till  in a c t iv e  o p e r ­
ation, m ay  have  been  the f i r s t  tra d e  a s s o c ia t io n  d es ign ed  to p r o te c t  the 
w e l fa r e  o f  the public .
C asua lty  in su ra n ce  got its  start  in A m e r i c a  in 1863 when the 
T r a v e le r s  In su ra n ce  C om pany o f  H a rtfo rd  began w riting a cc id e n t  in s u r ­
ance  p o l i c i e s  fo r  t r a v e le r s .  The f i r s t  au tom ob ile  l ia b i l i ty  p o l i c y  was 
w ritten  in the United States in 1898 by  T r a v e le r s .  In 1899 the f i r s t  
au tom ob ile  c o l l i s i o n  p o l i c y  was w ritten  and in 1902 the f i r s t  au tom ob ile  
p r o p e r ty  dam age p o l i c y  was w ritten . W o rk m e n 's  c o m p e n sa t io n  began 
in 1911. A noth er  im p ortan t  date in m o r e  re c e n t  t im e s  was 1944 when 
the S uprem e C ou rt  stated that in su ra n ce  is in tersta te  c o m m e r c e ,  and 
su b ject  to fe d e ra l  regu la tion . Put C o n g r e s s  le ft  the s u p e rv is io n  and
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regu la tion  o f  in su ra n ce  to the sta tes . The S oc ia l  S e cu r ity  A ct ,  p a sse d  
by C o n g r e s s  in 1935, gave  g o v e rn m e n t  in su ra n ce  p r o te c t io n  to m il l io n s  
o f  p e r s o n s .  S ince  then, C o n g r e s s  has b roa d en ed  the law  s e v e r a l  t im es  
to in c lu d e  m o r e  p e o p le  and to in c r e a s e  the b en e f its .  A n  exa m p le  o f  
this w as in  1965 when M e d ic a r e  w as in trod u ced  to p r o v id e  a health 
in su ra n ce  p r o g r a m  fo r  the aged.
E a r ly  A m e r i c a n  in s u r e r s  w e r e  sm a ll  and u su a lly  s p e c ia l iz e d  in
one c la s s  o f  in su ra n ce .  In t im e , state regu la tion s  f r o z e  this trend  into
what c a m e  to be  known as the " A m e r ic a n  S ystem " o f  m o n o lin e  in s u r -
♦
a n ce .  S om e United States in s u r e r s ,  in o r d e r  to b e tte r  m e e t  the needs  
o f  the p u b lic ,  f o r m e d  f le e ts  o r  grou p s  o f  c o m p a n ie s  to get around the 
l im ita t io n s  p r o v id e d  by  the m on o lin e  le g is la t io n .  In 1944, an a l l ­
in d u stry  c o m m it te e  r e c o m m e n d e d  that n o n - l i f e  in s u r e r s  be  p e rm it te d  
to w r ite  a l l  l in es  o f  in su ra n ce  e x ce p t  l i fe  in su ra n ce  and annuities. A l l  
states  have now  adopted th ese  re co m m e n d a t io n s .  A ls o  m ade  p o s s ib le  
by  this change in the law s is  the p r a c t i c e  o f  is su in g  "p a ck a g e  p o l i c i e s "  
on s e v e r a l  c o v e r a g e s .
H is to ry ,  trad ition , and le g a l  r e q u ire m e n ts  have p layed  im portan t 
p a r ts  in d eve lop in g  in s u ra n ce  in sepa ra te  co m p a rtm e n ts ,  o r  l in es ,  o f  
in su ra n ce .  F o r  m an y  y e a r s ,  m a r in e ,  f ir e ,  and l i f e  in su ra n ce  w e re  
the t it les  fo r  the m a jo r  l in es  o f  in su ra n ce  in the United States. C a su a l­
ty in su ra n ce  did not ap p ear  until the la tter  p art  o f  the nineteenth century ,
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its  m o s t  rapid  grow th  o c c u r in g  in the p r e s e n t  cen tury . In r e c e n t  y e a rs ,  
a som ew hat d if fe ren t  c la s s i f i c a t io n  is  m o r e  m eaningfu l, even  though 
law s o f  the states  m a y  s til l  use  the trad ition a l grou p in gs . The m a r in e  
and f i r e  l in es  have c o m e  to be  known as- p r o p e r ty  in su ra n ce .  The c a s ­
ualty c o v e r a g e s ,  e x ce p t  fo r  health, a r e  now  c o n s id e r e d  as l ia b i l i ty  in ­
su ran ce .  The l i fe  and health c o v e r a g e s  have  a lso  b e c o m e  m o r e  c l o s e ly  
re la ted .
In the 1 9 6 0 's a g re a t  m any in su ra n ce  co m p a n ie s  w e r e  invo lved  
in m e r g e r s .  Many o f  the m e r g e r s  in v o lved  not o n ly  a change to a m u lt i ­
p le  l ine  com pany , but often  a com b in a t ion  o f  two or  m o r e  m ultip le  line 
co m p a n ie s  into a la r g e r  m ultip le  l ine  com pany . The w ide s co p e  o f  
o p e ra t io n a l  changes  r e q u ir e d  by m ultip le  line in su ra n ce  is s ign ificant. 
M arketing o f  in su ra n ce  is  t r e m e n d o u s ly  a f fe c te d  by m ultip le  line id eas . 
B ro a d e r  c o n tr a c ts  a r e  p r e s e n t  in a lm o s t  a ll  in su ra n ce  m a rk ets  today. 
Many ad justm ents  a r e  s til l  continuing.
P r o p e r t y  and L iab ility  In su ra n ce  in North Dakota
In 1889, the yea r  N orth Dakota en tered  into statehood, the o f f i c e  
o f  C o m m is s io n e r  o f  In su ra n ce  o f  North Dakota was c r e a te d  by  th e 'C o n ­
stitutional Convention. H ow ever, in su ra n ce  had been  thriving in the 
t e r r i t o r y  p re v io u s  to statehood  and the new C o m m is s io n e r  took  o v e r  
the duties p r e v io u s ly  p e r fo r m e d  by the T e r r i t o r ia l  A u d itor .  The total 
p r e m iu m s  r e c e iv e d  in North Dakota in 1889 fo r  a ll in su ra n ce s  was
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$518, 725, 99. 1
During the y ea r  1890, one hundred co m p a n ie s  w e re  a u th or ized  to
se l l  in su ra n ce  in North Dakota, s ix t y - s e v e n  o f  w hich  w e r e  f i r e  o r  c a s -  
2ualty co m p a n ie s .  ' A c c o r d in g  to the m o s t  r e c e n t  pu b lish ed  r e p o r t  o f  
the C o m m is s io n e r  o f  In su ran ce ,  that nu m ber  has in c r e a s e d  to 636 c o m -
3
panies , o f  w hich  319 a r e  f i r e  and c a su a lty  f i r m s .  The total p r e m iu m s  
r e c e iv e d  in N orth Dakota in 1969 fo r  a ll  in su ra n ce s  excepting  l i f e  in s u r -
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a n ces  w as $70, 076, 000. This  r e p re s e n te d  tw o-ten th s  o f  one  p e r c e n t  
o f  the total p r e m iu m s  r e c e iv e d  in the en t ire  United States fo r  the sam e 
p e r io d .
In the North Dakota le g is la t iv e  s e s s io n  o f  1919, a s ign if ican t  law
cr e a te d  the W o rk m e n 's  C om p en sation  Eureau. A  d is t in c t iv e  fea ture  o f
the b i l l  was that it gave  e x c lu s iv e  and c o m p u ls o r y  ju r is d ic t io n  to the
5
state in  the f ie ld  o f  w o rk m e n 's  co m p e n sa t io n .  A ls o  p a s s e d  was a law 
by  w hich  the State o f  N orth Dakota b e c a m e  a c o m p e t i to r  with p r iva te
^North Dakota, O f f ic e  o f  the C o m m is s io n e r  o f  In su ran ce ,  F ir s t  
Annual R e p o r t  o f the C o m m is s io n e r  o f  In su ra n ce  o f  the State o f  N o r th 
Dakota, by A. L. C a re y  (B is m a r c k ,  North Dakota: 1890), p. iv.
^Ibid. , p. v.
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North Dakota, O f f ic e  o f  the C o m m is s io n e r  o f  In su ran ce ,  Th ird  
Biennial In su ran ce  R ep o r t  o f  the C o m m is s io n e r  o f  In su ran ce  o f  the State 
o f  North D akota , by K. O. N ygaard  (B is m a rc k ,  N orth Dakota: 1968), p. 3.
^ B e s t 's  R ev iew , P r o p e r t y /L ia b i l i t y  In su ran ce  Edition, No. 2, p. 12.
^Agnes Gealan, F ifty  Y e a rs  o f  P r o g r e s s ,  (B is m a r c k ,  North D ako­
ta: N orth Dakota W o rk m e n 's  C om p en sa t ion  Bureau, 1968), p. 28.
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in su ra n ce  co m p a n ie s  in se ll in g  p r o te c t io n  on a ll  pub lic  p r o p e r t y  against 
f i r e  and tornado  d estru ct ion .  To a c c o m p l is h  this, the le g is la tu r e  c r e ­
ated the State F i r e  and T ornado  Fund, p la ced  under the C o m m is s io n e r  
o f  In su ran ce ,  and s u p e rv ise d  by an appointed  m an ager .  At p resen t ,  the 
state r e q u ir e s  a ll p r iv a te  in s u r e r s  to s e l l  their  f i r e  p o l i c i e s  with a fifty  
d o l la r  d ed u ctib le  c la u se .
A  th ird  act, the Hail In su ra n ce  A c t  o f  1919, e s ta b lish ed  the Hail 
In su ra n ce  D epartm ent o f  N orth Dakota, a lso  under the o f f i c e  o f  C o m ­
m is s i o n e r  o f  In su ran ce .  The f i r s t  N orth Dakota State Hail In su ran ce  
Law  was p a s s e d  in 1911 and re m a in e d  in f o r c e  until 1919. N orth  D a­
kota w as the f i r s t  state in the Union to engage in the hail in su ra n ce  
b u s in e ss .  The m ain  fea ture  o f  the law  w as to a l lo w  the state to c o m p e te  
with p r iv a te  in s u r e r s  in se ll in g  h a il  in s u ra n ce  throughout the state. In
1920, the state c a r r ie d  a r i s k  o v e r  four  t im e s  as la r g e  as a ll the p r i -
6vate c o m p a n ie s  together .
In 1947, the State L e g is la tu re  p a s s e d  the F i r e  and C asua lty  Rate 
R e g u la to ry  law s. It b e c a m e  the duty o f  the C o m m is s io n e r  o f  In su ran ce  
to a d m in is te r  th ese  law s. This is  a c c o m p l is h e d  by  annual r e p o r ts  r e ­
c e iv e d  f r o m  all rating bureau s  operating  in the state.
An a n a lys is  o f  the m arketing  p r a c t i c e s  o f  s e le c te d  p r o p e r ty  and 
l ia b i l i ty  in su ra n ce  f i r m s  in N orth  Dakota is  conta ined  in ch ap ter  four .
^North Dakota, O f f i c e  o f  the C o m m is s io n e r  o f  In su ran ce , Annual 
R ep o r t  o f  the Hail In su ran ce  D epartm ent o f  the State o f  N orth D akota , 
1920,by S. A. O lsn ess  and M artin S. Hansen (Grand F o rk s ,  North Dako­
ta: N orm anden  P u b lish ing  C o . ,  1921), p. 10.
C H A P T E R  IV
AN  AN ALYSIS OF THE SU RV EY  D ATA
G en era l C h a r a c te r is t i c s  o f  the C om p an ies  Surveyed
This ch ap ter  is  an a p p ra isa l  o f  the data on m ark etin g  p r a c t i c e s  
ga th ered  f r o m  in te rv ie w s  o f  r e p re s e n ta t iv e s  o f  twenty s e le c te d  p r o p e r ty  
and l ia b i l i ty  in su ra n ce  c o m p a n ie s .  * D if fe r e n c e s  in m arketing  p r a c t i c e s  
o f  th ese  co m p a n ie s  a re  m o s t  n o t ice a b le  when the co m p a n ie s  a r e  c l a s s i ­
f ied  by  ow n ersh ip  a r ra n g e m e n ts ,  o r  by  the m an n er  in w hich  the sa les  
f o r c e  is  o rg a n ize d .  S -
C la s s i f i c a t io n  o f  the co m p a n ie s  b y  o w n ersh ip  a r ra n g e m e n ts  shows 
that 11 w e re  s to ck -o w n e d ,  7 w e r e  m utuals, and 2 w e r e  r e c ip r o c a l s .
Two o f  the co m p a n ie s  w e r e  d o m ic i le d  in N orth Dakota. C la s s i f ie d  by  
sa les  f o r c e  o rgan iza t ion ,  th ere  w e r e  11 g e n e ra l  a g e n cy  c o m p a n ie s  and 
9 d i r e c t - w r i t e r s .
Each o f  the c o m p a n ie s  in  this study has in c r e a s e d  o r  m aintained 
its  v o lu m e  o f  b u s in e s s  at a p r o f i t  o v e r  the p a s t  10 y e a rs .  The m o s t  
im p ortan t  fa c to r s  a ffect in g  the grow th  o f  th ese  co m p a n ie s  in N orth  D a­
kota, a c co rd in g  to the ir  r e p re s e n ta t iv e s ,  a r e  l is te d  in T ab le  2. S e v e ra l  
o f  th ese  fa c to r s  a r e  d is c u s s e d  la ter  in this ch ap ter .
^See A ppend ix  B.
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T A B L E  2
P R IM E  G RO W TH  F A C T O R S  OF P R O P E R T Y  AND 
L IA B IL IT Y  INSURANCE CO M PA N IES IN N ORTH D AK O TA
G row th  F a c to r s F r e q u e n c y  o f  R e s p o n s e s
F a v o r a b le  S e r v ic e  R e c o r d  15
P a ck a g e  P o l i c i e s  10
E xpansion  o f  Sales  F o r c e  7
H ighly S e le c t iv e  U nderw riting  7
A d v e rt is in g  in M ass  M edia  4
R eduction  o f  N um ber o f  C la ss i f ic a t io n s
fo r  Rating P u r p o s e s  3
In cen tives  fo r  F ie ld  F o r c e  2
Im p ro v e d  A ttr a c t iv e n e s s  and R e a d ib il ity
o f  C on tra cts  2
In flated  P r o p e r t y  Values 2
M o re  C a rs ,  A c c id e n ts ,  and, th e r e fo r e ,
H igher R ates  2
M e r it  o r  D e m e r it  Rating 2
R ed u ced  C o v e r a g e  R ates  1
C om pan y  D o m ic i le d  in  N orth Dakota 1
T h ese  grow th  fa c to r s ,  being o f  a s p e c i f i c  nature, can  be grouped  
into b r o a d e r  c a t e g o r ie s  re lating  to the b a s ic  m arketin g  functions  o f
N orth Dakota in s u r e r s .  T h e se  m arketin g  functions a r e  c o n c e r n e d  with 
the p rodu ct ,  its p r i c e ,  and its  p ro m o t io n .
A  furth er  evaluation  o f  the re a s o n s  for  the in c r e a s e d  v o lu m e  o f
b u s in e ss  c a r r ie d  on by  the North Dakota in s u r e r s  su rv e y e d  is p re se n te d  
in T a b le  3. This tab le  conta ins  a l is t  o f  the m arketing  functions w hich  
have had the g r e a te s t  in f lu en ce  on in cre a s in g  the b u s in e s s  v o lu m e  o f  the 
co m p a n ie s  su rveyed . The m arketing  functions  l is te d  can  be ca te g o i ' iz e d  
into the fo llow in g  c o m m o n  a r e a s  o f  gen era l m arketing  in te re s t :  m a rk et
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co m p o s it io n ,  p rod u ct ,  p ro m o t io n ,  and p r ic e .
T A B L E  3
M AR K E TIN G  P R A C T IC E S  CO N TRIBU TIN G  TO THE IN C RE ASE D
BUSINESS V O LU M E  O F N ORTH D A K O T A  INSURERS SU R V E Y E D
M arketing P r a c t i c e s F r e q u e n c y  o f  R e s p o n s e s
Im p r o v e d  Sales  P r o g r a m  
M axim u m  S e r v ic e  
P o l i c y  Im p ro v e m e n ts  
In cr e a s e d  M arket  S ize  
Im p ro v e d  A d v e rt is in g  
P r e m iu m  M in im iza t ion  








The P r o d u c t  and M arket  o f  the In su ra n ce  Industry  in  N orth  Dakota 
The p r o d u c t  o f  the p r o p e r t y  and l ia b i l i ty  in su ra n ce  c o m p a n ie s  s u r ­
veyed  is  a ctu a lly  a co n tra c t ,  o r  a p o l ic y ,  o f  in su ra n ce .  The in su ra n ce  
co n tr a c t  is  a lega l  d ocu m en t setting fo rth  the ob lig a t ion s  and p r iv i le g e s  
o f  the in su re d  and in s u r e r .  C o n s id e r a b le  em p h a s is  is p la c e d  on  p ro d u ct  
d es ig n  to a ttract  c o n s u m e r  in te re s t .  Tw o o f  the N orth Dakota in s u r e r s  
su rveyed  fe lt  that the im p r o v e d  a t tra c t iv e n e s s  and re a d ib i l i ty  o f  c o n ­
t ra c ts  was a p r im e  grow th  fa c to r  o f  their  com pan y . Nine o f  the r e s p o n ­
dents noted a trend  tow a rd  the m ark etin g  o f  new  p ro d u ct  innovations, 
such  as pack a ge  p o l i c i e s ,  exp la ined  be low .
A l l  p o l i c y  c o v e r a g e s  o f  a s p e c i f ie d  nature c o m p r i s e  a " l in e "  o f  
in su ra n ce  and a p r o p e r t y  and l ia b i l i ty  in su ra n ce  co m p a n y  m ay  s e l l  one 
o r  m o r e  o f  th ese  " l i n e s " .  C om bin ation s  o f  these  c o v e r a g e s  m ay  be 
w ritten  into one co n tra c t .  This c o n c e p t  o f  c o v e r a g e  is  known as a p a c k ­
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age p o l ic y .  P a ck a g e  p o l i c i e s  w e re  c o n s id e r e d  to be  a p r im e  fa c to r  o f  
the grow th  in  p r e m iu m  v o lu m e  o f  10 o f  the North Dakota in s u r e r s  s u r ­
veyed .
S ev e ra l  in su ra n ce  c o m p a n ie s  u su a lly  jo in  together  to jo in t ly h a n -  
d le  a ll  p o s s ib le  l in es  o f  c o v e r a g e s  fo r  their  c u s to m e r s ,  the in su re d s .  
This p r a c t i c e  is  a lso  b e n e f ic ia l  to the s a le s  f o r c e  o f  th ese  co m p a n ie s ,  
fo r  the sam e re a so n .  C a te g o r iza t io n  o f  N orth Dakota in s u r e r s  s u r v e y ­
ed, by their  d e g r e e  o f  s p e c ia l iz a t io n  o f  l in e s ,  y ie ld ed  6 a l l - l in e  f i r m s ,
12 m u lt ip le - l in e  c o m p a n ie s ,  and 2 s p e c ia l t y - l in e  o rg a n iza t io n s .  Both 
o f  the s p e c ia l ty - l in e  f i r m s  w e re  m utuals . One s p e c ia l ty - l in e  com p a n y  
handled a u tom ob ile  in su ra n ce  and the o ther  handled f i r e  in su ran ce .
The m a rk e t  fo r  in su ra n ce  p o l i c i e s  in N orth Dakota is  la r g e ly  m ade 
up o f  ind ividual b u y e rs ,  o r  in s u r e r s .  The State is  an a g r ic u ltu r a l  a re a  
with l itt le  in dustr ia l a c t iv ity , and, th e r e fo r e ,  con ta ins  r e la t iv e ly  few  
potentia l ind u str ia l  b u y e rs .  The m arketing  e f fo r ts  o f  11 o f  the c o m p a n ­
ie s  su rveyed  w e r e  d ir e c te d  p r im a r i ly  tow ard  the individual, o r  p e rso n a l ,  
m arket ;  and 4 w e r e  even ly  d iv id ed  betw een  the two m a rk e ts .
The p r im a r y  l in es  o f  in su ra n ce ,  th ose  y ie ld ing  the g r e a te s t  d i r ­
ec t  p r e m iu m  vo lu m e, o f fe r e d  in N orth Dakota by the c o m p a n ie s  s u r v e y ­
ed, a r e  shown in T a b le  4. T h ese  co m p a n ie s  a r e  c la s s i f i e d  by  o w n e r ­
ship a r ra n g e m e n t  and sa les  f o r c e  o rg a n iza t io n  in the table.
O f the 20 co m p a n y  r e p re s e n ta t iv e s  s u rv e y e d  in N orth  Dakota, 10 
fe lt  the ir  co m p a n y  should  c a r r y  additional o r  r e v is e d  c o v e r a g e s .
T A B L E  4
P R IM A R Y  CO VERAGES O F F E R E D  BY 
NORTH DAK OTA INSURERS SU RV EYE D
R esp o n se s o f  C om pan ies  O rg a n ized  by
O w nership  A rra n g e m e n t Sales F o r c e  A rra n g e m e n t
Prim ary-
C ov e ra g e s Stocks Mutual s
R e c ip ­
r o c a ls
G enera l
A g e n c ie s
D ir e c t -
W riters
Total
R e s p o n s e s
A u tom ob ile 4 4 2 4 6 10
F ire 2 2 0 3 1 4
F ir e  and H om e- 
ow n ers  P kgs . 3 0 0 3 0 3
C o m m e r c ia l  P kgs. 2 1 0 1 2 3




P r ic in g  the P o l i c y
The a ct  o f  d e term in in g  the p r i c e  o f  in su ra n ce  is c a l le d  r a t e ­
m aking. In m o s t  lines  o f  in su ra n ce ,  ra te -m a k in g  o rg a n iza t io n s  have 
been  d ev e lo p e d  to p ub lish  standard ra tes  that a r e  used  by the m a jo r i ty  
o f  in s u r e r s .  Standard ra te s  a r e  p o s s ib le  b e c a u s e  p o l i c i e s  have b e ­
c o m e  s tandard ized  as a c o n s e q u e n ce  o f  cu s to m , law, o r  in dustry  a -  
g reem en t .  M e r it  o r  d e m e r it  rating p lans w e re  u sed  by  s e v e r a l  N orth 
Dakota co m p a n ie s  su rveyed  to ad just  the standard rate  fo r  a s p e c i f i c  
r isk , based  on the e x p e r ie n c e  o f  the r isk .  The e x p e r ie n c e  o f  the r isk  
during a s p e c i f ie d  p e r io d  is  m e a s u r e d  aga inst  the a v e ra g e  r isk  r e p r e ­
sented by the standard ra tes  a p p lica b le  to the r isk .
The p r i c e  o f  the p o l i c y  v a r ie s  a c c o r d in g  to the w ay in w hich  the 
co m p a n y  d e c id e s  to m a rk e t  the p o l i c i e s .  The c o s t  o f  m ark et in g  the 
p o l i c y  is  the c o s t  m o s t  su sc e p t ib le  to v a r ia t ion  am ong the co m p a n ie s  
within the p r o p e r t y  and l ia b i l i ty  in s u ra n ce  industry . M arketing c o s t s  
include  such ite m s  as the c o s t  o f  d istr ibu tion , p ro m o t io n ,  a d m in is t r a ­
tive  o verh ea d , and p ro f it .  The range  and extent o f  r is k s  c o v e r e d  w ith ­
in a p o l i c y  a lso  d e te rm in e  the p r i c e ,  o r  p r e m iu m , o f  that p o l ic y .
M arketing  C o s ts  o f  In su ra n ce  P r e m iu m s
Since the m o s t  v a r ia b le  p o r t io n  o f  the c o s t  o f  in su ra n ce  l ie s  in 
the a re a  o f  m arketin g , the g r e a te s t  op portun ity  to r e d u ce  in su ra n ce  
rates  l ie s  in the a r e a  o f  m arketing  c o s t s .  F o r  exa m p le ,  the red u ction
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o f  a d m in is tra t iv e  c o s t s ,  an e lem ent o f  m arketing ' c o s t s , can  con tr ibu te  
to the red u ction  o f  in su ra n ce  ra tes .  Group in su ra n ce ,  w hich was used 
o r  being c o n s id e r e d  fo r  use  by 8 o f  the c o m p a n ie s  su rveyed , is  a m eans  
o f  red u cin g  the in s u r e r 's  ad m in is tra t iv e  c o s t s .  This red u ct ion  is  a t ­
tained by c o l le c t in g  a ll  the p r e m iu m s  f r o m  one s o u r ce  ra ther  than 
f r o m  each  in su red .
A d m in is tra t iv e  c o s t s  m ay  a lso  be red u ced  through the e f fe c t iv e  
use  o f  data p r o c e s s in g  by  p r o p e r t y  and l ia b i l i ty  in s u r e r s .  This r e d u c ­
tion is  a c c o m p l is h e d  by  the autom ation  o f  m anual s y s te m s ,  and by  m o r e  
t im ely ,  c o m p r e h e n s iv e  m an agem en t in fo rm a tion . Of the in terv iew ed  
c o m p a n ie s ,  19 w e re  using data p r o c e s s in g  in s o m e  m anner . With each  
o f  th ese  19 c o m p a n ie s ,  the b a s ic  accounting  functions, p r im a r i ly  b i l l ­
ing, w e r e  the m o s t  c o m m o n  a r e a  o f  u se  o f  the co m p u te r .  Autom ating 
th ese  functions  re d u ce d  ra tes  in d ir e c t ly  through fa s te r  p a p e rw o rk  t im es  
and in c r e a s e d  a c c u r a c y .  E lev en  c o m p a n ie s  re p o r te d  using data p r o c e s s ­
ing to m ake up v a r io u s  s u m m a ry  r e p o r t s  fo r  their  agents and 3 c o m p a n ­
ies  u sed  c o m p u te rs  to pr in t  p o l i c y  fa c e .s h e e ts .  A lthough s e v e r a l  agents 
w e re  d is p le a s e d  with the c o m p u te r iz e d  re su lts  they w e r e  r e c e iv in g ,  they 
did fe e l  that data p r o c e s s in g  o f fe r e d  a s o u r c e  o f  m arketin g  c o s t  r e d u c ­
tion.
The final rate  fo r  a p o l i c y  o f  in su ra n ce  in North Dakota is  a ls o  a f ­
fe c te d  by p r o m o t io n a l  c o s t s ,  such  as a d v e r t is in g ,  and a cq u is it io n  c o s t s ,  
w hich include  c o m m is s i o n  ra tes  to the agents. A lthough c o m m is s io n
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ra tes  a r e  fa ir ly  s tan d ard ized  within the in su ra n ce  industry  in N orth 
Dakota, ad v e r t is in g  budgets  o f  the c o m p a n ie s  su rv e y e d  s e e m e d  to v a ry  
substantia lly , a llow ing  g r e a te r  d i f f e r e n c e s  in ra tes  ch a rg e d .  B ran ch  
sa les  o f f i c e s  w e re  u sed  by 18 co m p a n ie s  in the su rv e y  so as to e l i m i ­
nate m uch  u n tim ely  p r o c e s s in g  o f  c o n tr a c ts ,  th e re b y  red u cin g  m a r ­
keting c o s t s .
Extent o f  R isk  C o v e r a g e s
The p r o v is io n s  o f  standard p o l i c i e s  a r e  m o d if ie d  b y  e n d o rse m e n ts  
to in c r e a s e ,  d e c r e a s e ,  o r  c o m p le te  the extent o f  the r is k  c o v e r a g e  o f  
the co n tra c t .  The m o s t  c o m m o n  o f  th ese  m o d if ica t io n s  is  the d e d u c t i ­
b le  c o v e r a g e  c la u se .  O f the co m p a n ie s  su rveyed , 13 o f  the r e p r e s e n t ­
a tives  c o n s id e r e d  the use o f  d ed u ctib les  as a s ign if ican t  tren d  in North 
Dakota in su ra n ce  m arketing . This c la u s e  p r o v id e s  fo r  a re d u ct io n  in 
ra tes  i f  the in su re d  w il l  a s su m e  l o s s e s  b e low  a s p e c i f ie d  am ount, such 
as in a fifty  d o l la r  d ed u ctib le  a u tom ob ile  c o l l i s i o n  p o l ic y .  In this e x ­
am ple , the in su re d  w ould  pay  the f i r s t  f i fty  d o l la r s  d am age  fo r  each  
a cc id e n t  c la im  aga inst  the in s u r e r  o f  that au tom ob ile .
Range o f  R isk  C o v e r a g e s
The range o f  r is k s  c o v e r e d  by a p o l i c y  is d e te rm in e d  through an 
a g re e m e n t  betw een  the in su re d  and the in s u r e r .  The d e term in in g  f a c ­
to rs  o f  this a g re e m e n t  a r e  g e n e ra l ly  the c o s t  to the in su re d  and the 
underw rit ing  standards o f  the in s u r e r .  The p u r p o se  o f  underw rit ing  is
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to s e le c t  r isk s  fo r  in su ran ce ,  at a p ro fit ,  and to d e te rm in e  in what a -  
m ounts and on what t e r m s  the in su ra n ce  co m p a n y  w ill  a c c e p t  the r isk s .
A  c o m m o n  underw rit ing  p r a c t i c e  o f  N orth  Dakota in s u r e r s  is  to p la c e  a 
s p e c i f i c  r is k  w ithin a c la s s i f i c a t io n  sy s tem , w h ereas  the rate  is  m o d i ­
f ied  by the re la t iv ity  o f  the c la s s i f i e d  r is k  to the b ase  rated  c la s s .  This 
p r a c t i c e  is  u sed  o ften !as  a co m p e t it iv e  d e v ic e  to cut ra tes  to s e c u r e  d e ­
s ira b le  r isk s ,  o r  to in c r e a s e  ra tes  to d is c o u r a g e  unwanted tm siness . In 
this way, the s e le c t iv ity  o f  the underw rit ing  d ep artm en ts  re su lts  in a 
g e n e ra l  d e term in a tion  o f  the ra tes  o f  the com pan y . O f the North. Dakota 
in su ra n ce  com p a n y  re p re s e n ta t iv e s  surveyed , 7 fe lt  underw riting  s e l e c ­
t iv ity  was a p r im e  r e a s o n  fo r  tire p r e m iu m  v o lu m e  grow th  o f  the ir  c o m -  
pany. f .
The range  o f  r isk s  c o v e r e d  within a co n tr a c t  o f  in su ra n ce  is  g e n ­
e r a l ly  in c r e a s e d  by using p ack a ge  p o l i c i e s .  The use  o f  p a ck a ge  p o l i c i e s  
has enabled agents to p r o v id e  an a ccou n t  with a ll  c o v e r a g e s  in one c o n ­
tract ,  th e re b y  a llow ing  fo r  quantity d iscou n ts  in the p r e m iu m  ra tes .
C o n tra r i ly ,  the range  o f  r isk s  c o v e r e d  within a p o l i c y  m a y  be r e ­
duced  by the re d u ct io n  o f  the n um ber o f  c la s s i f i c a t io n s  that a com p a n y  
w ill  a c c e p t  fo r  rating p u r p o se s .  This p r a c t i c e  n o r m a l ly  re su lts  in a 
red u ct ion  in the c la s s i f i c a t io n s  w h ere  high l o s s e s  a r e  being encountered , 
an in c r e a s e  in the p ro f i ta b i l i ty  o f  in su r in g  a g iven  r isk ,  and the lo w erin g  
o f  the rate fo r  that r isk .  The red u ct ion  o f  the nu m ber  o f  th ese  c l a s s i f i ­
ca t ion s  fo r  rating p u rp o se s  was c o n s id e r e d  a p r im e  fa c to r  o f  grow th  in
31
p r e m iu m  v o lu m e s  by  3 o f  the N orth Dakota in su ra n ce  co m p a n y  r e p r e ­
sentatives  in terv iew ed .
P r o m o t io n  and the M arketing  E f fo r t  
P e r s o n a l  Selling
A d v e rt is in g  and p e r s o n a l  se ll in g  toge th er  f o r m  the h eart  o f  the 
p r o m o t io n a l  e f fo r t  o f  a p r o p e r t y  and l ia b i l i ty  in su ra n ce  com p a n y . P e r ­
sonal se ll in g  is  the m a in stay  o f  the in su ra n ce  industry . T h ose  c o m p a n ­
ies  te rm e d  d i r e c t - w r i t e r s  u se  agents (sa le s  r e p re s e n ta t iv e s )  who r e p ­
re se n t  on ly  the d ir e c t -w r i t in g  com pa n y . The m a jo r  advantage o f  so le  
re p re s e n ta t io n  is  that it is the m o s t  e c o n o m ic a l  w ay to s e l l  and s e r v i c e  
m a s s  m a rk ets  fo r  p e r s o n a l  f o r m s  o f  c o v e r a g e .  The d ir e c t -w r i t in g  
c o m p a n ie s  support the ir  sa les  f o r c e  (agents) through tra in ing , sa les  
p ro m o t io n ,  and ad v e r t is in g .
G e n e ra l  agents tra d it ion a lly  r e p r e s e n t  a n um ber o f  in s u r e r s .  The 
agent is  f r e e  to p la c e  his  b u s in e s s  with the com p a n y  b e s t  ab le  to s e rv e  
the need s  o f  the in su red . In s u r e r s  using this s y s te m  la c k  e f fe c t iv e  c o n ­
tro l  o v e r  the sa les  e f fo r ts  o f  th e ir  a g e n cy  f o r c e  and m u st  g e n e ra l ly  pay  
a h ig h er  rate o f  c o m m is s io n s  to their  agents  than do d ir e c t -w r i t in g  c o m ­
p a n ies .  This is  due, in part, b e ca u s e  c o m p a n ie s  w hich  u se  g e n e ra l  a -  
gents p r o v id e  fe w e r  s e r v i c e s  such as p o l i c y -w r i t in g ,  b il l ing , and c o l ­
le ct in g  fo r  the ir  agents . A lthough c o m m is s io n  rates  paid  to agents  d i f ­
fe r  am ong c o m p a n ie s ,  th ese  d i f fe r e n c e s  a r e  m in im a l.  None o f  the in ­
s u r e r s  in te rv ie w e d  in N orth Dakota fe lt  that c o m m is s i o n  rate  d i f f e r e n c e s
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w e re  s ign if ican t .  R etention  o f  the ow n ersh ip  o f  ren ew al r ights  was o f  
g r e a te r  im p o r ta n ce  to m o s t  agents  than was any s p e c i f i c  c o m m is s io n  
rate p a id  by an in su ra n ce  com pan y . M o r e o v e r ,  m any agents r e c o g ­
n ized  the need  fo r  a m o r e  c o m p e t i t iv e ly  p r i c e d  p ro d u ct  and that r e ­
duced  c o m m is s i o n  ra tes  w e r e  a m ean s  to that end.
A l l  co m p a n ie s  a re  r e s p o n s ib le  fo r  a cq u ir in g  and then m aintaining 
an adequate, com peten t, and sa t is f ie d  group  o f  agents to stim ulate  new  
p ro d u ct io n  o f  in su ra n ce  c o v e r a g e s ,  e n cou ra g e  p r o p e r  s e rv ic in g  o f  a c ­
counts , and p re v e n t  any la r g e  m ig ra t io n  o f  agents to o th er  co m p a n ie s  
o r  b u s in e s s e s .  S ince grow th  in s a le s  is  a function  o f  the s iz e  o f  the 
sa les  f o r c e ,  m aintain ing an adequate num ber o f  agents  has b een  a v ita l 
fa c to r  in  the sa les  planning o f  m any N orth  Dakota in s u r e r s .  When an 
adequate  n um ber o f  agents has been  a cq u ire d ,  each  co m p a n y  attem pts 
to re ta in  those  agents w h ose  p e r fo r m a n c e  is  abov e  a v e ra g e  in s e r v i c e  
to c u s to m e r s ,  and in w riting  in su ra n ce  p o l i c i e s  that p r o d u ce  a high 
le v e l  o f  p r e m iu m s  and a lo w  lo s s  ra tio .  The r e s p o n s ib i l i t ie s  o f  r e ­
cru it in g ,  s e le ct in g ,  train ing, and su p erv is in g  a sa les  f o r c e  a r e  m uch  
s im p le r  fo r  d ir e c t -w r i t in g  c o m p a n ie s  than fo r  g e n e ra l  ag en cy  com p a n ies .  
The b a s ic  r e a s o n  f o r  this  is that d i r e c t - w r i t e r s  a r e  dealing with agents 
w h o se  lo y a lt ie s  a r e  to one com pan y .
S e v e ra l  m ethods  a r e  p r e s e n t ly  e m p lo y e d  b y  the c o m p a n ie s  s u r v e y ­
ed to m ainta in  high quality p r o d u c e r s  within the ir  sa les  o rg a n iza t io n s .  
T h ese  m ethods  a re  l is te d  in T ab le  5.
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T A B L E  5
M ETHODS E M P L O Y E D  TO M AIN TAIN  HIGH SALES
PR O D U C E R S  BY N ORTH  D AK O TA INSURERS SU R V E Y E D
M ethods E m p loy ed F r e q u e n c y  o f  R e s p o n s e s
High C o m m is s io n  R ates  
In cen tive  P lans  
A gent E ducation  P r o g r a m s  
D is m is s a l  o f  L ow  Sales  P r o d u c e r s  






In cen tive  p lans w hich  w e r e  m o s t  c o m m o n  to the N orth Dakota in ­
su ra n ce  co m p a n y  re p re s e n ta t iv e s  su r v e y e d  w e r e  bonus paym en ts  fo r  
above  a v e ra g e  p e r fo r m a n c e  o f  duties by  agents, s p e c ia l  r e t ir e m e n t  
p lans f o r  agents with p r o lo n g e d  r e c o r d s  o f  high p e r fo r m a n c e  with the 
com pan y , and c a r e e r  c lub  appointm ents  and tr ip s  gran ted  to high sa les  
p rod u cin g  agents.
E ducation  p r o g r a m s  fo r  a g e n c y  p e r s o n n e l  have grow n  in  s co p e  and 
e f fe c t iv e n e s s .  C om pan y  s ch o o ls ,  l o c a l  agen ts ' a s s o c ia t io n  educational 
fo ru m s ,  and c o r r e s p o n d e n c e  opp ortu n it ies  e x is t  to aid in the train ing 
o f  the sa les  f o r c e s  o f  N orth Dakota in s u r e r s  su rveyed . N ineteen o f  the 
re p re s e n ta t iv e s  fe lt  that education  and in cen tive  p r o g r a m s  w e r e  the 
b e s t  m ean s  o f  m aintain ing and stim ulating agents.
A d v e r t is in g
A d v e rt is in g  o f  in su ra n ce  in N orth Dakota has s e v e r a l  o b je c t iv e s ,  
a c c o r d in g  to th ose  su rveyed . The attainm ent o f  th ese  o b je c t iv e s  was
sought by em p h as iz in g  one o r  m o r e  o f  s e v e r a l  types  o f  ad vert is in g  m edia ,
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p r o m o t io n a l  d isp la y s ,  a n d /o r  pu b lic ity .  The p r im a r y  o b je c t iv e s  o f  
the a d vert is in g  e f fo r ts  o f  the N orth Dakota in s u r e r s  s u rv e y e d  a r e  l i s t ­
ed in T able  6.
T A B L E  6
ADVERTISIN G O B JE C T IV E S  O F
N ORTH  D A K O T A  INSURERS SU R V E Y E D
A d v e rt is in g  O b je c t iv e s
S earch ing  Out New M arkets
Holding P r e s e n t  M arket
C reating  an Im age
D evelop ing  Old M arkets
E stab lish ing  a New P r o d u c t  o r  S e r v ic e
Educating the P u b lic







T h ree  agents s u rv e y e d  did not know  the a d vert is in g  o b je c t iv e s  o f  
the com p a n y  they r e p re s e n te d ,  and one co m p a n y  was re p o r te d  to do no 
ad v e r t is in g .
F o r  the m o s t  part, agents su rv e y e d  in North Dakota had sm a ll 
a d vert is in g  budgets . The g e n e ra l  p r a c t i c e  o f  in su ra n ce  c o m p a n ie s  o p ­
erating in North Dakota, a c c o r d in g  to the co m p a n y  r e p re s e n ta t iv e s  in ­
te rv iew ed , was to f in a n c ia l ly  a s s i s t  the ir  agents fo r  ad v e r t is in g  p u r ­
p o s e s .  H ow ever , s ix  agents  stated  that the ir  a g e n c ie s  r e c e iv e d  no a s ­
s is ta n ce  f r o m  the c o m p a n ie s  they re p re s e n te d ,  but that they c a r r i e d  on 
their  own a d vert is in g  p r o g r a m .  O f th ese  s ix  agents, f iv e  w e re  g e n era l  
agents. In con tra st ,  the ad vert is in g  o f  one  agent was f inanced  tota lly  
by the com p a n y  he r e p re s e n te d .  The rem ain in g  12 co m p a n ie s ,  w hose
re p re s e n ta t iv e s  w e re  su rveyed , con tr ibu ted  to their  a g en ts ' ad vert is in g
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budgets  on  an equal b a s is  with th ese  agents .
The co m m u n ica t io n  m ed ia  m o s t  o ften  e m p lo y e d  fo r  a d vert is in g  
p u rp o se s ,  by  the N orth  Dakota in s u r e r s  su rveyed , a r e  l i s te d  in T ab le  7.
T A B L E  7
AD VERTISIN G  VE H ICLES USED BY
N ORTH D A K O T A  INSURERS SU RV EYE D
A d v e rt is in g  V e h ic le s F r e q u e n c y  o f  R e s p o n s e s
Y e l lo w  P a g e s  o f  Telephon e  D ir e c t o r y  19
Radio  and T e le v is io n  14
T rad e  o r  B u sin ess  P e r i o d i c a l s  11
D isp lays  8
National M agazines  o r  P a p e r s  7
L oca l  N ew sp ap ers  4
D ire c t  M ail 2
A d v e rt is in g  S p e c ia lt ie s  1
Each  o f  the a d ver t is in g  m ed ia  l is te d  in the p re ce d in g  table has
ce r ta in  advantages w hich lead  in s u r e r s  to use  it. The y e l lo w  p ages  o f  
the te lephone  d i r e c t o r y  o f fe r  a quick  point o f  r e fe r e n c e  fo r  potentia l 
c u s to m e r s  look ing fo r  gu idance  and a re  an e c o n o m ic a l  f o r m  o f  p r o m o ­
tion. Only one com p a n y  inc luded  in the s u rv e y  did not u se  this m eans 
o f  a d ver t is in g .
Radio  is  a r e la t iv e ly  in e x p e n s iv e  l o c a l  o r  reg io n a l  ad v e r t is in g
m ed iu m . A s  in s u ra n ce  is  not a v is ib le  p rodu ct ,  rad io  is  a s a t is fa c to r y  
m eans o f  co m m u n ica t io n .  T e le v is io n  c o m b in e s  the spoken  w ord  with 
v isu a l e f fe c ts .  A ds on  te le v is io n s  a r e  v e r y  e xp en s ive ,  although the ir
im p a ct  call be great .  M o r e o v e r ,  t e le v is io n  ap p ea ls  to a m a s s  m a rk et
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w hich  would be su itable  fo r  s o m e  f o r m s  o f  in su ra n ce .
M agazines  a r e  the p r in c ip a l  p r in ted  m ed iu m  w hich  o f f e r s  s e l e c ­
t iv ity  in re a d e rsh ip .  S om e m a g a z in e s  have a g en era l  in terest ,  but 
m o s t  appeal to s o m e  s p e c i f i c  m a rk e t  segm ent. M agazine  ads have 
lo n g e r  l i fe  than th ose  in the o ther  m ed ia .
N ew sp ap ers  a r e  quite l im ite d  in the ir  g e o g ra p h ic  c o v e r a g e .  T h eir  
m ain  r e a d e r s  a r e  adults and th e ir  l i fe  is  short.  H ow ever ,  n ew sp ap er  
ad v e r t is in g  is  in e x p e n s iv e  p e r  r e a d e r ,  and is g e o g r a p h ic a l ly  s e le c t iv e .  
D ir e c t  m a il  can be d ir e c te d  to s p e c i f i c  types  o f  c u s to m e r s ,  and its  r e ­
sults a r e  e a sy  to m e a s u r e .  M ailing l is ts  can  be bought that group  
p e o p le  a c c o r d in g  to s o m e  re leva n t  c h a r a c t e r i s t i c .
D isp lays  a r e  p r o m o t io n a l  d e v ic e s  such as s igns , w indow  d e c o r a ­
tions , and b i l lb o a r d s .  A d v e r t is in g  s p e c ia lt ie s  in clude  ca le n d a rs ,  p e n ­
c i ls ,  and m a tch e s .  D isp lay s  and a d v e r t is in g  s p e c ia lt ie s  a r e  g e n e ra l ly  
in ex p en siv e .
F ou r  N orth Dakota resp on d en ts  in the s u r v e y  knew  o f  attem pts by 
the ir  com p a n y  to m e a s u r e  the e f fe c t iv e n e s s  o f  the ir  m ed ia  ad v e r t is in g ,  
but none o f  th ese  c o m p a n ie s  r e p o r te d  the re su lts  o f  the te s ts .  M ost  o f  
the agents in te rv ie w e d  fe lt  p e r s o n a l  co n ta c t  with their  in s u re d s  and 
re co m m e n d a t io n s  o f  fr ie n d s  b rought m o r e  p r o s p e c t iv e  c u s to m e r s  to 
them  than did m ed ia  a d v e r t is in g .
S e r v ic e s  to In su red s
The types  and quality  o f  s e r v i c e s  o f fe r e d  to c u s to m e r s  a r e  i m p o r ­
37
tant to in su ra n ce  co m p a n ie s  to a id  them  in attracting potentia l c u s t o m ­
e r s .  T h ese  s e r v i c e s  a r e  g e n e ra l ly  r e g a r d e d  as c o n v e n ie n ce s  to p o l i c y ­
h o ld e r s .  They a r e  o f fe r e d  p r im a r i ly  to ad van tageou sly  d if fe ren t ia te  
the p ro d u ct  f r o m  the p rod u cts  o f  c o m p e t i t o r s .  In T able  8 is  a l is tin g  
o f  the s e r v i c e s  and s e r v i c e  fa c i l i t ie s  a v a ila b le  to p o l ic y h o ld e r s  o f  the 
p r o p e r t y  and l ia b i l i ty  in su ra n ce  c o m p a n ie s  in te rv ie w e d  in  North Dakota.
T A B L E  8
P O L IC Y H O L D E R  SERVICES O F F E R E D
BY NORTH D A K O T A  INSURERS SURVEYED
S e r v ic e s  O ffe re d  F r e q u e n c y  o f  R e s p o n s e s
C la im s  A d ju stm en t  18
In sta llm en t P a ym en t P la h s  16
S p ec ia l  R isk s  C o v e r a g e s  13
P a y r o l l  D eduction  P la n s  3
C la im s  ad justm ent is the p r o c e s s  o f  d e term in in g  the ca u se  and 
am ount o f  a lo s s ,  the am ount o f  indem nity  the in su red  m a y  r e c o v e r ,  
and the p r o p o r t io n  that each  co m p a n y  is  r e q u ire d  to p ay  under its c o n ­
t ra c t  i f  th ere  is m o r e  than one in su ra n ce  com p a n y  invo lved . The a d ­
ju s te r  m a y  be an independent p r o fe s s io n a l  m an o r  o rg a n iza t io n  settling 
c la im s  fo r  in s u r e r s  on a fee  b a s is .  H ow ever ,  18 N orth Dakota in s u r e r s  
su rv e y e d  o f fe r e d  this s e r v i c e  to the ir  c u s to m e r s  fo r  f r e e .  D r iv e - in  
c la im s  s e r v i c e  is  o f fe r e d  by m any in s u r e r s  to g iv e  in su re d s  an o p p o r ­
tunity fo r  qu ick  and con ven ien t  se tt lem en t  o f  au tom ob ile  p h y s ica l  d a m ­
age c la im s .
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In y e a rs  past, a s ingle  p r e m iu m  paym ent at the in cep t ion  t im e  o f  
a c o n tr a c t  o f  in su ra n ce  was the on ly  m anner in  w hich  p r e m iu m s  w e re  
ca lcu la ted .  S ixteen o f  the North Dakota in s u r e r s  su rveyed  now o f fe r ,  
as a s e r v i c e  to the ir  p o l ic y h o ld e r s ,  the option  o f  m aking sm a ll  regu la r  
paym ents  in  the p la c e  o f  a s ingle  la r g e  p r e m iu m  paym ent. An advantage 
o f  such  a p lan  is  that in su re d s  a r e  ab le  to c a r r y  h igh er  l im its  o f  in s u r ­
a n ce  in spite o f  the high c o s t  o f  c e r ta in  c o v e r a g e s .
S p ec ia l  r is k s  c o v e r a g e s  a r e  so ld  by  13 o f  the North Dakota in s u r ­
e r s  in te rv ie w e d .  T h ese  c o v e r a g e s  a r e  c o n s id e r e d  as s p e c ia l  r is k s  s in ce  
they a r e  not based  on true in su ran ce  p r in c ip le s .  Such c o v e r a g e s  a re  
o f fe r e d  m o r e  as a co n v e n ie n ce  to c u s to m e r s  than as a n o r m a l  sa le  so 
the in su re d  d oes  not havd  to d iv ide  his  c o v e r a g e s  am ong s e v e r a l  c o m p a n ­
ie s .  M o st  s p e c ia l  r isk  c o v e r a g e s ,  such  as in su ra n ce  on  je w e lr y ,  a r e  
so ld  by  s p e c ia l  r i s k  in s u r e r s .  F iv e  resp on d en ts  wanted to have  a d d i ­
tional s p e c ia lty  r is k  c o v e r a g e s  added to the ir  l in es .
P a y r o l l  deduction  p lans r e q u ir e  the in su re d  to a u th or ize  h is  e m ­
p lo y e r  to deduct f r o m  the earn ings  o f  e m p lo y e e  am ounts to c o v e r  the 
p r e m iu m  due on individual in su ra n ce  p o l i c i e s .  T h ese  p lans g e n e ra l ly  
gain m o s t  a c ce p ta n ce  in la r g e  bu s in ess  e s ta b lish m en ts  w h ere  m any  p e o ­
p le  a r e  em p loyed  and a r e  buying the sa m e  type o f  in su ra n ce .  Only 3 o f  
the N orth  Dakota in s u r e r s  su rv e y e d  o f fe r e d  this s e r v ic e .
C hapter S u m m ary
With m in o r  e xcep t ion s ,  the c o n se n su s  o f  op in ion  o f  the r e p r e s e n t ­
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atives  o f  the co m p a n ie s  su rveyed  was that the m arketin g  p r a c t i c e s  o f  
p r o p e r ty  and l ia b i l i ty  in su ra n ce  co m p a n ie s  in N orth  Dakota a re  v e r y  
s im i la r  to th ose  in other s tates . The p ro d u ct  th ese  co m p a n ie s  a r e  m a r ­
keting is  a c o n t r a c t  o f  r isk  p r o te c t io n  c a l le d  an in su ra n ce  p o l ic y .  . The 
m a rk e t  in N orth Dakota is p r im a r i ly  m ade up o f  individual b u y e rs  s in ce  
the state is la r g e ly  a g r icu ltu ra l .  B e ca u se  o f  the sm a ll  am ount o f  in ­
du str ia l  a c t iv ity  in N orth Dakota, there  a r e  r e la t iv e ly  few  potentia l in ­
du str ia l  b u y e r s .  The p r im a r y  c o v e r a g e s  o f fe r e d  in the state by  the c o m ­
pan ies  su rv e y e d  w e re  au tom ob ile ,  f ire ,  c o m m e r c ia l  p a ck a g e s ,  ■ and f i r e  
and h o m e o w n e rs  p a ck a g e s .
The a ct  o f  d e term in in g  the p r i c e  o f  in su ra n ce  is c a l le d  r a t e -m a k ­
ing. Standard ra tes  a re  -published by ra te -m a k in g  o rg a n iza t io n s .  The 
range  and extent o f  r i s k s  c o v e r e d  within a p o l ic y ,  as w e ll  as m arketing  
c o s ts ,  d e te rm in e  the p r i c e ,  o r  p re m iu m , of that p o l ic y .  In North D a­
kota, c o m m o n  p r ic in g  fa c to r s  in v o lved  the use  o f  m e r i t  o r  d e m e r it  r a t ­
ing p lans, d ed u ctib le  c o v e r a g e s ,  p acka ge  p o l i c i e s ,  and e n d o rse m e n ts  to 
the p o l ic y .  The re d u ct io n  o f  m ark et in g  c o s t s  by the N orth Dakota in s u r ­
e rs  s u rv e y e d  was attem pted  by  the use  o f  group in su ra n ce  p lans, d e ­
c r e a s e d  a cq u is it io n  c o s t s ,  and the em p lo y m e n t  o f  data p r o c e s s in g  equ ip ­
m ent. The s e le c t iv i ty  o f  the u n derw rit ing  d epartm en ts  o f  the North Da­
kota in s u r e r s  su rv e y e d  re su lte d  in a g e n e ra l  d e term in a tion  o f  the ra tes  
o f  the com pany .
P r o m o t io n  within the p r o p e r t y  and l ia b i l i ty  in su ra n ce  in d u stry  is
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a com b in a t ion  o f  p e r s o n a l  se lling  and a d v e r t is in g .  P o l i c i e s  a r e  sold  
by  agents w ork in g  out o f  e ither  e x c lu s iv e  o r  independent a g e n c ie s .  The 
co m p a n ie s  em p loy in g  th ese  agents  a r e  r e s p o n s ib le  fo r  r e c ru it in g ,  s e ­
lect ing , tra in ing , and su p e rv is in g  this s a le s  f o r c e .  S om e o f  the m e th ­
ods  o f  retain ing an adequate nu m ber  o f  com p eten t  agents  by  the North 
Dakota in s u r e r s  su rv e y e d  w e r e  such  as high c o m m is s i o n  ra te s ,  bonus 
p r o g r a m s ,  agent educational p r o g r a m s ,  and strong  sta ff a s s is ta n c e .
The g e n era l  p r a c t i c e  o f  N orth Dakota in s u r e r s  s u rv e y e d  w as to 
con tr ibu te  a ce r ta in  p r o p o r t io n  o f  the a d v e r t is in g  budget o f  their  agents . 
The p r im a r y  o b je c t iv e s  o f  the a d v e r t is in g  e f fo r ts  o f  the N orth Dakota 
in s u r e r s  w e re  sea rch in g  out new  m a rk e ts ,  hold ing the p r e s e n t  m arket ,  
and c rea t in g  an im a g e  fo r  the com pan y . The c o m m u n ica t io n  m ed ia  
m o s t  o ften  e m p lo y e d  fo r  ad v e r t is in g  p u r p o s e s ,  by the N orth Dakota in ­
s u r e r s  su rveyed , w e re  the y e l lo w  p a ges  o f  the te lephone  d ir e c t o r y ,  
rad io ,  te le v is io n ,  trade  o r  b u s in e ss  p e r io d i c a l s ,  p r o m o t io n a l  d isp lay s ,  
national m a g a z in e s ,  and l o c a l  n e w sp a p e rs .  E ach  o f  th ese  ad vert is in g  
m ed ia  has c e r ta in  advantageous fe a tu re s  w hich  lead  in s u r e r s  to use  
that m ed iu m .
Im portant in the a ttraction  o f  c u s to m e r s  by an in su ra n ce  com p a n y  
a r e  the types  and quality  o f  s e r v i c e s  o f fe r e d  to c u s t o m e r s .  T h e se  s e r ­
v ic e s  a r e  g e n e ra l ly  r e g a r d e d  as c o n v e n ie n ce s  to p o l i c y h o ld e r s .  S e r v ic e s  
o f fe r e d  by N orth Dakota in s u r e r s  su rv e y e d  included  c la im s  ad justm ent,,  
in s ta llm en t  paym ent p lans, s p e c ia l  r is k s  c o v e r a g e s ,  and p a y r o l l  d e ­
duction  p lans.
C H A P T E R  V
SU M M ARY AND CONCLUSIONS
The intent o f  this th e s is  was to in vestiga te  the m arketing  p r a c t i c e s  
in N orth Dakota o f  twenty s e le c te d  p r o p e r t y  and l ia b i l i ty  in su ra n ce  c o m -  
p an ies , P r im a r y  c o n s id e r a t io n  w as g iven  to an an a lys is  o f  their  p r e se n t  
m ethods o f  m erch a n d is in g ,  their  m arketing  o r  d istr ibu tion  channels ,  and 
the ir  s e r v i c e s  and s e r v i c e  fa c i l i t ie s .
P ro v id in g  r e l i e f  f r o m  fe a r  o f  lo s s ,  o r  r isk ,  is  perh ap s  the fea ture  
o f  in su ra n ce  that has the g r e a te s t  im p a c t  on s o c ie ty .  P r o p e r t y  and l i a ­
b i l i ty  in su ra n ce  co m p a n ie s  do not m anufacture  a c o m m o d ity  or  se ll  a 
s e r v i c e  within the o r d in a r y  m eaning  o f  the t e r m s .  The p ro d u ct  th ese  
c o m p a n ie s  a r e  m arketing  is  a c o n tr a c t  o f  r is k  p r o te c t io n  c a l le d  an in s u r ­
an ce  p o l i c y .  The p u rch a se  p r i c e  o f  a p o l i c y  is  c a l le d  a p r e m iu m .
D iv is io n s  o f  in su ra n ce ,  d e te rm in e d  by  the nature o f  the p o l i c y  c o v ­
e ra g e s ,  in c lude : (1) p r o p e r ty ,  (2) l iab ility ,  (3) l i fe ,  and (4) health in s u r ­
ance . M arine , f ire ,  and a l l ie d  l in es  o f  in su ran ce  a re  r e fe r r e d  to 'a s  
p r o p e r ty  in su ra n ce  w hile  l ia b i l i ty  in su ra n ce  in c ludes  public  liab ility , 
au tom ob ile ,  and w o rk m e n 's  c o m p e n sa t io n  in su ra n ce .  A l l  p o l i c y  c o v e r ­
a ges  o f  a s p e c i f ie d  nature c o m p r i s e  a " l in e "  o f  in su ra n ce  and a p r o p e r ty  
and l ia b i l i ty  in su ra n ce  com p a n y  m ay  se l l  one o r  m o r e  o f  these  " l in e s " .  
The com bin ation  o f  p r o p e r ty  plus l ia b i l i ty  in su ran ce  is te rm e d  m u lt ip le -
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l ine . A l l - l in e s  in su ra n ce  is  the in c lu s io n  o f  all the d iv is io n s  o f  in s u r ­
ance .
The e a r l ie s t  r e c o r d e d  foundations o f  p r o p e r t y  and l iab il ity  in s u r ­
an ce  date back  f ive  thousand y e a r s .  In s u r a n c e - l ik e  a rra n g e m e n ts  d e ­
v e lo p e d  in the ancient  w o r ld .  With the co m in g  o f  the M iddle  A g e s ,  v a r ­
ious  f o r m s  o f  in su ra n ce  w e r e  p r o m o te d  by the gu ilds ; and in the f o u r ­
teenth cen tury , the f i r s t  c o m m e r c ia l  in su ra n ce  co m p a n y  was ch artered .
F r o m  the M iddle  A g e s ,  the grow th  o f  m a r in e  in su ra n ce  was rapid. 
By the end o f  the seventeenth  century , the m a r in e  p o l i c y  in u s e  today 
was d eve lop ed . This c e n tu ry  a lso  saw  the b irth  o f  c o m m e r c ia l  f i r e  in ­
su ra n ce  co m p a n ie s  and the f i r s t  m o d e rn  l i fe  in su ra n ce .
D o m e s t ic  in su ra n ce  in  the United States d e v e lo p e d  s low ly , owing 
to dom in ation  by  E n g lish  u n d e rw r ite rs .  But, a fter  the founding o f  the 
In su ran ce  C om pan y  o f  N orth  A m e r ic a ,  in su ra n ce  in the United States 
s tea d ily  expanded to put this cou n try  in the f o r e f r o n t  o f  in s u r a n c e -m in d ­
ed nations.
In 1889, the y ea r  N orth  Dakota attained Statehood, the O ff ic e  o f  
C o m m is s io n e r  o f  N orth  Dakota was c re a te d .  S ix ty -s e v e n  f i r e  and c a s ­
ualty  c o m p a n ie s  w e r e  l i c e n s e d  to s e l l  in su ra n ce  in  N orth  Dakota at 
that t im e . That n um ber in c r e a s e d  to 319 in 1967.
The N orth  Dakota le g is la t iv e  s e s s io n  o f  1919 c re a te d  the W o rk m e n 's  
C om p en sa t ion  Bureau and gave  e x c lu s iv e  and c o m p u ls o r y  ju r is d ic t io n  to 
the State in that f ie ld . In the sam e le g is la t iv e  s e s s io n ,  the State was
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granted  the r ight to c o m p e te  with p r iv a te  in su ra n ce  c o m p a n ie s  in s e l l ­
ing p r o te c t io n  on all public  p r o p e r t y  aga inst  f i r e  and tornado  d e s tru ct io n  
A t the sam e t im e, the Hail In su ra n ce  D epartm ent o f  N orth  Dakota was 
es ta b lish ed , m aking N orth Dakota the f i r s t  state, in the Union to engage 
in the hail in su ra n ce  b u s in e s s .
The m o r e  r e ce n t  d eve lo p m e n t  o f  in su ra n ce  in the United States is  
c h a r a c t e r iz e d  by  s e v e r a l  tren d s .  P r o b a b ly  the m o s t  s ign if ican t  trend  
in the A m e r ic a n  in su ra n ce  in d u stry  was the m o v e m e n t  f r o m  the " A m e r ­
ican  S y s te m "  o f  m on o lin e  in su ra n ce  to m u lt ip le - l in e  in su ra n ce .  M o re  
lin es  o f  in su ra n ce  have d e v e lo p e d  and c o v e r a g e s  have expanded to better  
m e e t  the needs  o f  the p u b lic .  M erg ing  with, o r  fo rm in g ,  a l a r g e - s c a l e  
e n te r p r is e  w hich  w r ite s  m u lt ip le - l in e s  o f  in su ra n ce  has a lm o s t  b e c o m e  
n e c e s s a r y  to r e m a in  in d ir e c t  co m p e t it io n  fo r  the c o n s u m e r 's  d o l la r .
O f the 20 co m p a n ie s  in te rv ie w e d  in N orth Dakota in the su rvey ,  12 
f i r m s  w e re  m u lt ip le - l in e  c o m p a n ie s ,  another  6 w e re  a l l - l in e s  f i r m s ,  
and 2 w e r e  s p e c ia l t y - l in e  c o m p a n ie s .  The p r im a r y  l in es  o f  c o v e r a g e s  
o f fe r e d  in N orth Dakota w e re  au tom ob ile ,  f i r e  and extended  c o v e r a g e s ,  
and h o m e o w n e r s ;  a ll in the p e r s o n a l  m ark et .  In the in d u str ia l  m arket ,  
the p r im a r y  c o v e r a g e  o f fe r e d  was a g e n e ra l  c o m m e r c ia l  p a ck a ge .  The 
m a rk e t  in North Dakota is  p r im a r i ly  m ade up o f  ind ividual b u y e rs  s in ce  
the state is  la r g e ly  a g r icu ltu ra l .  B e ca u se  o f  the sm a ll  am ount o f  in d u s ­
tr ia l  a c t iv ity  in N orth Dakota, th ere  a r e  r e la t iv e ly  few  potentia l in d u s ­
tr ia l  b u y e r s .  The c o v e r a g e s  o f  1 1 c o m p a n ie s  w e re  d ir e c te d  p r im a r i ly  
at the p e r s o n a l  m arket ,  5 tow ard  the in d u str ia l,  and 4 w e r e  even ly
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d iv ided  betw een  them .
C la s s i f i c a t io n  by  ow n ersh ip  a rra n g e m e n ts  o f  the co m p a n ie s  w hose  
re p re s e n ta t iv e s  w e re  su rv e y e d  showed that 11 w e re  s to ck -ow n ed , 7 w e re  
m utuals, and Z w e r e  r e c ip r o c a l s .  Two o f  the com p a n ies  w e re  d o m ic i le d  
in North Dakota, C la s s i f ie d  by  sa les  f o r c e  organ iza t ion , th ere  w e re  11 
a g e n cy  c o m p a n ie s  and 9 d ir e c t -w r i t in g  co m p a n ie s .
With m in o r  excep tion s ,  the c o n se n su s  o f  op in ion  o f  the r e p r e s e n t a ­
t ives  o f  the co m p a n ie s  su rveyed  was that the m arketin g  p r a c t i c e s  o f  
p r o p e r ty  and l ia b i l i ty  in su ra n ce  c o m p a n ie s  in N orth Dakota a re  v e r y  
s im ila r  to those  in o ther  s tates . One o f  the m o s t  c r i t i c a l  p r o b le m s  fa ced  
by  th ese  in s u r e r s  c u r re n t ly  is  that o f  p r ic in g  the ir  p o l i c i e s  co m p e t it iv e ly .  
The a ct  o f  d e term in in g  the p r i c e  o f  in su ra n ce  is ca l le d  ra te -m a k in g .  
In m o s t  l in es  o f  in su ra n ce ,  r a te -m a k in g  o rga n iza t ion s  have been  d e v e l ­
oped  to publish  standard ra tes  that a re  u sed  by the m a jo r i ty  o f  in s u r e r s .  
M e r it  o r  d e m e r it  rating p lans a re  used  b y  s e v e r a l  N orth Dakota c o m p a n ­
ie s  su rveyed  to ad just  the standard rate  fo r  a s p e c i f ic  r isk .  A ls o ,  the 
p r i c e  o f  the p o l i c y  m ay  v a ry  a c c o r d in g  to the w ay in w hich the com p a n y  
d e c id e s  to m a rk e t  the p o l ic y .  M arketing  c o s t s  include such  ite m s  as 
the c o s t  o f  d istr ibu tion , p ro m o t io n ,  a d m in is tra t iv e  overh ead , and p ro f it .
The use  o f  group  in su ra n ce  was c o n s id e r e d ,  by  8 o f  the com p a n y  
r e p re s e n ta t iv e s  su rveyed , as an im p ortan t  m eans  o f  reducing  the ir  
a d m in is tra t iv e  c o s t s  by c o l le c t in g  a ll the p r e m iu m s  f r o m  one s o u r c e  
rather  than f r o m  each  in su red . A d m in is tra t iv e  c o s t s  m ay  a lso  be r e ­
duced through the e f fe c t iv e  use  o f  data p r o c e s s in g .  This red u ct ion  is
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a c c o m p l is h e d  b y  the autom ation  o f  m anual s y s te m s ,  and by  m o r e  t im ely ,  
c o m p r e h e n s iv e  m anagem ent in fo rm a tio n .  N ineteen o f  the N orth Dakota 
in s u r e r s  su rveyed  u sed  data p r o c e s s in g  in s o m e  m an n er . The b a s ic  
a ccounting  functions, p r im a r i ly  b il l in g ,  w e re  the m o s t  c o m m o n  a re a  
o f  use  o f  the co m p u te r  by all 19 o f  the c o m p a n ie s .  V a riou s  su m m a ry  
r e p o r t s  fo r  agents  w e re  p ro d u ce d  on co m p u te r s  by 11 o f  the c o m p a n ie s ,
V .
and 3 o f  the f i r m s  used  c o m p u te rs  to p r in t  p o l i c y  fa c e  sh ee ts .
P r o m o t io n a l  c o s t s ,  such as a d vert is in g ,  and a cq u is it io n  c o s t s ,  which 
include  c o m m is s io n  ra tes  to the agents, have a b e a r in g  on  the final rate 
a ffixed  to a p o l i c y  o f  in su ra n ce .  A lthough c o m m is s io n  ra tes  a r e  fa ir ly  
s tandard ized  within the in su ra n ce  in d u stry  in N orth  Dakota, a d vert is in g  
budgets o f  the c o m p a n ie s  s u rv e y e d  s e e m e d  to v a ry  substantia lly , a l lo w -
f
ing g r e a te r  d i f fe r e n c e s  in ra tes  ch a rg e d .
The range and extent o f  r is k s  c o v e r e d  within a p o l i c y  a lso  d e te rm in e  
the p r i c e ,  o r  p re m iu m , o f  that p o l ic y .  The p r o v is io n s  o f  standard p o l ­
i c i e s  a r e  m o d if ie d  by  e n d o rse m e n ts  to in c r e a s e ,  d e c r e a s e ,  o r  c o m p le te  
the extent o f  the r is k  c o v e r a g e  o f  the co n tra c t .  The m o s t  c o m m o n  o f  
th ese  m o d if ica t io n s  is  the ded u ctib le  c la u se ,  used  by 13 o f  the com p a n y  
re p re s e n ta t iv e s  su rv e y e d  in N orth  Dakota.
The range  o f  r isk s  c o v e r e d  by a p o l i c y  is  d e te rm in e d  through an 
a g re e m e n t  betw een  the in su re d  and the in s u r e r .  The d e term in in g  fa c to r s  
o f  this a g re e m e n t  a re  g e n e r a l ly  the c o s t  to the in su red  and the u n d e r w r it ­
ing standards o f  the in s u r e r .  The p u rp o se  o f  underw rit ing  is  to s e le c t  
r isk s  fo r  in su ra n ce ,  at a p ro fit ,  and to d e te rm in e  in what am ounts and
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and on  what t e r m s  the in su ra n ce  com p a n y  w ill  a c c e p t  the r is k s .  O f the 
North Dakota in su ra n ce  co m p a n y  r e p re s e n ta t iv e s  su rveyed , 7 fe lt  u n d e r ­
w rit ing  s e le c t iv i ty  wa.s a p r im e  re a s o n  fo r  the p r e m iu m  v o lu m e  grow th 
o f  the ir  com pany .
The range o f  r is k s  c o v e r e d  within a co n tr a c t  o f  in su ra n ce  is  g e n ­
e r a l ly  in c r e a s e d  by using p a ck a ge  p o l i c i e s .  The use o f  p a ck a ge  p o l i c i e s  
has enabled  agents to p r o v id e  an accou n t  with a ll c o v e r a g e s  in one c o n ­
tract,  th ereb y  a llow ing  fo r  quantity d iscou n ts  in the p r e m iu m  ra tes .
C o n tra r i ly ,  the range o f  r is k s  c o v e r e d  within a p o l i c y  m a y  be  r e ­
duced  by the re d u ct io n  o f  the n u m b er  o f  c la s s i f i c a t io n s  that a com p a n y  
w ill a c c e p t  f o r  rating p u r p o s e s .  A  re d u ce d  n um ber o f  c la s s i f i c a t io n s  
was c o n s id e r e d  a p r im e  fa c to r  o f  grow th  in p r e m iu m  vo lu m e s  by  3 o f  
the N orth Dakota in su ra n ce  co m p a n y  re p re s e n ta t iv e s  in terv iew ed .
A d v e rt is in g  and personal, se l l in g  togeth er  f o r m  the h eart  o f  the 
p r o m o t io n a l  e f fo r t  o f  a p r o p e r t y  and l ia b i l i ty  in su ra n ce  com pa n y . D i­
r e c t -w r it in g  c o m p a n ie s  use  sa les  r e p re s e n ta t iv e s  who r e p r e s e n t  on ly  
the d ir e c t -w r it in g  com pan y . The m a jo r  advantage o f  s o le  r e p r e s e n t a ­
t ion  is  that it is  the m o s t  e c o n o m ic a l  w ay to s e l l  and s e r v i c e  m a s s  
m a rk e ts  fo r  p e r s o n a l  f o r m s  o f  c o v e r a g e .
G en era l  agents tra d it ion a lly  r e p r e s e n t  a number, o f  in s u r e r s .  The 
agent is  f r e e  to p la c e  his  b u s in e ss  with the co m p a n y  b e s t  ab le  to s e rv e  
the needs  o f  the in su red .
M ethods e m p lo y e d  by the c o m p a n ie s  su rv e y e d  to m aintain  high 
quality p r o d u c e r s  within their  sa les  o rg a n iza t io n s  w e re :  paying high
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c o m m is s i o n  ra te s ;  agent education  p r o g r a m s ;  d i s m is s a l  o f  low  sa les  
p r o d u c e r s ;  and s tron g  sta ff  a s s is ta n c e .  The r e s p o n s ib i l i t ie s  o f  r e ­
c ru it in g ,  se le c t in g ,  train ing , and su p erv is in g  a sa les  f o r c e  a r e  m uch 
s im p le r  f o r  d ir e c t -w r i t in g  c o m p a n ie s  than fo r  g e n e ra l  a g en cy  c o m p a n ­
ie s  s in ce  the d i r e c t - w r i t e r s  a r e  dealing with agents  w h ose  loy a lt ie s  
a r e  to on e  com pan y .
The p r im a r y  o b je c t iv e s  o f  the a d v e r t is in g  e f fo r ts  o f  the North 
Dakota in s u r e r s  s u rv e y e d  w e r e  se a rch in g  out new  m a rk e ts ,  holding 
the p r e s e n t  m ark et ,  and c rea t in g  an im a g e .  The g e n e ra l  p r a c t i c e  o f  
in s u r a n c e  co m p a n ie s  in N orth Dakota w as to a s s i s t  agents with f in an ces  
f o r  a d v e r t is in g  p u r p o s e s .
The co m m u n ic a t io n  m ed ia  m o s t  o ften  e m p lo y e d  fo r  a d vert is in g  
p u r p o s e s ,  b y  the N orth  Dakota in s u r e r s  su rveyed , w e r e  the y e l lo w  p ages  
o f  the te lephone  d i r e c t o r y ,  rad io , t e le v is io n ,  trade  o r  b u s in e ss  p e r i o d i ­
c a ls ,  d isp la y s ,  national m a g a z in e s  o r  p a p e rs ,  l o c a l  n e w sp a p ers ,  d ir e c t  
m a il ,  and a d ver t is in g  s p e c ia lt ie s .  E ach  o f  the ad v e r t is in g  m ed ia  has 
c e r ta in  advantageous fea tu res  w hich  lead  in s u r e r s  to use  it. M ost  o f  
the agents  in te rv ie w e d  fe l t  that p e r s o n a l  con ta c t  with th e ir  in su red s  
and r e c o m m e n d a t io n s  o f  f r ien d s  brought m o r e  p r o s p e c t iv e  c u s to m e r s  
to th em  than did m ed ia  a d ver t is in g .
The types  and quality  o f  s e r v i c e s  o f fe r e d  to c u s to m e r s  a r e  i m p o r ­
tant to in s u ra n ce  co m p a n ie s  to aid them  in attracting  c u s to m e r s .  T h ese  
s e r v i c e s  a re  g e n e ra l ly  c o n s id e r e d  as c o n v e n ie n ce s  to p o l ic y h o ld e r s  and 
a r e  o f fe r e d  p r im a r i ly  to ad vantageou sly  d if fe ren t ia te  the p ro d u ct  f r o m
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the p ro d u cts  o f  c o m p e t i t o r s .  P o l i c y h o ld e r  s e r v i c e s  o f fe r e d  by North 
Dakota in s u r e r s  su rv e y e d  w e r e  c la im s  ad justm ent, in sta llm en t  p a y ­
m ent p lans, s p e c ia l  r is k s  c o v e r a g e s ,  and p a y r o l l  deduction  p lans.
C o n c lu s io n s
Many changes  a r e  taking p la c e  in the m arketing  o f  p r o p e r t y  and 
l ia b i l i ty  in su ra n ce .  P r i c e  c o n s c io u s n e s s  on the p a r t  o f  the insuring  
p u b lic  is  a v ita l fa c to r  in the in su ra n ce  m ark et .  The future o f  the 
p r e s e n t  in su ra n ce  d istr ibu tion  s y s te m  in North Dakota m a y  depend on 
the a b il ity  o f  g en era l  a g e n cy  co m p a n ie s  to c o m p e te  with d ir e c t -w r it in g  
c o m p a n ie s  on  a p r i c e  b a s is .  On the o th er  hand, if  c o m p e t it iv e  p r ic in g  
is  a ch ieved , d i r e c t - w r i t e r s  w il l  l ik e ly  be  f o r c e d  to r a i s e  their  le v e l  o f  
s e r v i c e s  o f fe r e d  to c u s to m e r s  to that o f fe r e d  by  g e n e ra l  a g e n c y  c o m ­
p an ies .
A gents  re m a in  as the m a jo r  channel o f  d is tr ibu tion  in North D ak o ­
ta but m any o f  their  functions  a re  being taken o v e r  by  the h om e and 
branch  o f f i c e s  o f  the co m p a n ie s  they r e p re s e n t ,  as a m eans  o f  r e d u c ­
ing m arketing  c o s t s .  G en era l  agents  shall continue to be a f fe c te d  m o r e  
than d i r e c t -  agents  s in ce  the c o m m is s io n s  o f  g e n e ra l  agents  a r e  in f lu ­
en ced  by  their  p e r fo r m a n c e  o f  m any o f  those  functions  being a s su m e d  
by the com p a n y  o f f i c e s .  A s  a co n s e q u e n ce ,  d i r e c t - w r i t e r s  a r e  g r a d ­
ua lly  su p ersed in g  g e n e ra l  agents . To m e e t  the ch a llen g e  of .d ire c t -  
w riting , g e n e ra l  agents  m ay  need to build la r g e r  a g e n c ie s  and w rite  
in su ra n ce  fo r  on ly  a s e le c t  few  co m p a n ie s .
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In spite  o f  the apparent s im p li f ica t io n  o f  the a g e n t 's  functions, 
p r o fe s s io n a l i s m  in the in d u stry  shall in c r e a s e  steadily .  T h e re  w il l  be 
m o r e  sp e c ia l iza t io n ,  a llow ing  the es ta b lish m en t o f  s p e c i f i c  a r e a s  o f  
c o n ce n tra t io n  at w hich  an agent m a y  w ork . Th is  a r ra n g e m e n t  shall 
enable  agents to b e c o m e  m o r e  adept at handling p r o b le m s  o f  a te c h n i ­
ca l  nature, but on ly  within a l im ite d  a r e a  o f  in te re s t .  O ther agents 
w ill  handle the p r o b le m s  o f  the in su red  in o ther  s p e c ia l iz e d  a r e a s .
P u b lic  k now ledge  o f  r isk  and in su ra n ce  w ill  continue to in c r e a s e  
and shall enable  b u y e rs  to r e c o g n iz e  the va lue o f  c o m p e te n t  a d v ice  on 
in su ra n ce  m a tte rs .  B u yers  w il l  thus e x p e c t  h ig h -c a l ib r e  a s s is t e n c e  
f r o m  sa les  r e p re s e n ta t iv e s .
In cre a s in g  co m p e t it io n  f o r  the c o n s u m e r 's  d o l la r  is  p rom p tin g  
e xp er im en ta t ion  in techn iques  o f  m arketing  in su ran ce .  C lo s e r  con tact  
is  being e s ta b lish e d  with the p ub lic  through expanded a d vert is in g  and 
p ub lic  re la t io n s  e f fo r ts  by in s u r e r s  to better  le a rn  the in su ra n ce  needs  
and d e s i r e s  o f  the p u b lic .  This p r a c t i c e  m ust be  extended  g re a t ly  in 
North Dakota to r e a l iz e  sa les  potentia ls  in a r e a s  o f  the State w hich  a re  
c u r r e n t ly  unexposed .
A d ju stm en t  to the changing m a rk e t  is  im p e ra t iv e .  L e a d e rsh ip  in 
the in su ra n ce  b u s in e s s  w il l  r e s u lt  f r o m  the sk ill  with w hich  in su ra n ce  
m a n a g ers  adapt to new  con d it ion s .  T re m e n d o u s  op p ortu n it ies  e x is t  in 
N orth Dakota for  any p r o p e r t y  and l ia b i l i ty  in su ra n ce  co m p a n y  w illing  
to a g g r e s s iv e ly  m a r k e t  the ir  p ro d u cts .
A P P E N D I X  A
QUESTIONNAIRE
NA ME____________________________ _ _  DA T E 
C O M P A N Y _____________ ________________ A G E N C Y
POSITION
The P r o d u c t  and L ines
I. A . What d e g r e e  o f  s p e c ia l iz a t io n  o f  lines  is  fo l lo w e d  by  the c o m ­
pany?
( ) s p e c ia lty - l in e  ( ) m u lt ip le - l in e  ( ) a l l - l in e s
B. What is  the one p r im a r y  line  o f  c o v e r a g e  (hand c a r d  1 to the 
respondent) o f fe r e d  in N orth Dakota by  the co m p a n y ?
( ) a u tom ob ile  ( ) h o m e o w n e r s
( ) f i r e  and extended c o v e r a g e s
( ) hail ( ) a c c id e n t  and health
( ) m a r in e  ( ) w o rk m e n 1 s co m p e n sa t io n
( ) do not know ( ) o th er________________ _________________
C. Could  any c o v e r a g e s  be  added o r  changes  m ade to the p r e se n t
c o v e r a g e s  o f  the co m p a n y  to m ake the line m o r e  a ttractiv e  to 
the p r o d u c e r s  o r  u s e r s ?  ____yes  ____no. If  y e s ,  what a r e  they?
D. Is the c o m p a n y 's  c o v e r a g e s  d ire c te d  p r im a r i ly  tow ards  the in ­
d ividual m arket ,  o r  the ind u str ia l  m a rk e t?
( ) ind ividual ( ) industria l
D istr ibu tion
II. A. What, i f  any, unusual d istr ibu tion  p r o b le m s  has the com p a n y  
en cou n tered  in North D a k o t a ? ________________________
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B. What is  the p r im a r y  d is tr ib u tion  s y s te m  u sed  by the c o m p a n y ?  
( ) g e n era l  a g en cy  ( ) fa r m  bu reau  type
( ) d i r e c t  a g e n cy  ( ) m a i l - o r d e r
( ) d i r e c t - o r d e r  ( ) o ther
C„ What, i f  any, unique regu la tion s  e x is t  in  N orth Dakota w hich  
h inder o r  aid s a le s  o f  p r o p e r t y  and l ia b i l i ty  in s u r a n c e ?
The F ir m
III. A . What is  the type o f  co m p a n y  o rg a n iza t io n ?
( ) s tock  ( ) p a r t ic ip a t in g  s tock
( ) m utual ( ) r e c i p r o c a l
( ) o t h e r _______________________________ _____ _________
B. What is  the nature o f  the c o m p a n y 's  d i r e c t  p r e in iu m  v o lu m e  
sa les  grow th  in N orth Dakota in  the la s t  ten y e a r s ?
( ) gradua l in c r e a s e  ( ) d e c r e a s e
( ) rap id  in c r e a s e  ( ) no change
C. W hich o f  the fo l low in g , in you r  op in ion , (hand c a r d  2 to the r e ­
spondent) a r e  the th ree  m o s t  im p ortan t  fa c to r s  a f fe c t in g  this 
c o m p a n y 's  grow th  in N orth D akota?
( ) expan sion  o f  s a le s  f o r c e  ( ) p erp e tu a l co n tra c ts
( ) a d v e r t is in g  in m a s s  m ed ia  ( ) m e r i t  o r  d e m e r i t  rating
( ) in s ta llm en t  p u r c h a s e  p lans ( ) l a r g e r  c o m m is s io n s
( ) f ie ld  is su a n ce  o f  c o n tr a c ts  ( ) p ack a ge  p o l i c i e s
( ) in ce n t iv e s  f o r  f ie ld  f o r c e  ( ) f a v o r a b le  s e r v i c e  r e c o r d  .
( ) s p e c ia l iz a t io n  in one line  ( ) r e d u ce d  c o v e r a g e  ra tes
( ) h igh ly  s e le c t iv e  u n d e rw r it in g ( ) do not know
( ) l ib e r a l iz a t io n  o f  p o l i c y  co n tr a c t  p r o v is io n s
( ) im p r o v e d  a t t r a c t iv e n e s s  and r e a d ib i l i ty  o f  c o n tr a c ts
( ) re d u ct io n  o f  n um ber o f  c la s s i f i c a t io n s  fo r  rating p u rp o se s
( ) p a y r o l l  d ed u ction s  p lans fo r  p u r c h a s e  o f  in su ra n ce  
m a r k e t  fa c to r s ,  such  as :
( ) in flated  p r o p e r t y  va lues
( ) m o r e  c a r s ,  a c c id e n ts ,  and, t h e r e fo r e ,  h igher  rates
( ) l im ite d  in su ra n ce  m a rk e t  fo r  c e r ta in  lin es
( ) pub lic  is f o r c e d  to buy the c o v e r a g e
( ) o t h e r _________________________________ _______________________ •
D. W hich o f  these, i f  any, (hand c a r d  3 to the respondent)  is  the 
s ing le  outstanding co m p a n y  p o l i c y  lending to its grow th  in
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( ) p o l i c y  im p ro v e m e n t  
( ) im p ro v e d  s a le s  p r o g r a m  
( ) in c r e a s in g  m a r k e t  s iz e  
( ) do not know
( ) e f fe c t iv e  ad vert is in g  
( ) p r e m iu m  m in im iza t io n  
( ) m a x im u m  s e r v i c e  
( ) o t h e r ___________
A d v e rt is in g
IV. A. What a r e  the m ain  p u r p o s e s  o f  the c o m p a n y 's  p r e s e n t  a d v e r ­
t is in g ?  (hand c a r d  4 to the respondent) .
( ) d eve lop ing  o ld  m a rk e ts  ( ) se cu r in g  d is tr ib u tion
( ) se a rch in g  out new m a rk e ts  ( ) educational
( ) hold ing p r e s e n t  m a r k e t  ( ) c re a t in g  an im a ge
( ) e s ta b lish in g  a new p ro d u ct  o r  s e r v i c e
( ) do not know  ( ) o ther  ______________________
B. W hich o f  these  p u r p o s e s ,  i f  any, w e r e  p r im a r y  ten y e a rs  a g o ?
(ch eck  on above  l is t ) .  ( ) o th e r_____
C. With r e s p e c t  to m a s s  m ed ia  a d v e r t is in g ,  is  the c o m p a n y 's  m a ­
j o r  c o n c e r n  along the l in es  of:
( ) se ll ing  o f  co m p a n y  nam e p r i m a r i l y '
( ) se l l in g  o f  co m p a n y  s e r v i c e s
( ) se l l in g  a s p e c i f i c  c o n tra c t ,  its  p u r p o se s  and c o s t s  
( ) se l l in g  potentia l agents  on the co m p a n y
D. W hich o f  the fo l low in g  m ed ia  have been  e m p lo y e d  fo r  a d v e r t i s ­






() national m a g a z in e s  o r  p a p e rs  
) trad e  o r  b u s in e s s  p e r io d ic a ls  
) rad io ,  t e le v is io n ,  o r  m o v ie s  
c a r  o r  bus a d vert is in g  
b i l lb o a rd s ,  s igns , and painted bu lletins  
) y e l lo w  p a ges  o f  te lephone book  ( ) other
) lo c a l  n ew sp a p ers  
) d i r e c t  m a il  
) s to r e  sp a ce  
) e d ito r ia l  p o l i c y
E. Has there  been  any attem pt to m e a s u r e  the e f fe c t iv e n e s s  o f  the
c o m p a n y 's  a d v e r t i s i n g ? ____y e s ____no. I f  yes , what w as the
r e su lt?
F. What is  the c o m p a n y 's  g e n era l  p o l i c y  on  p r o d u c e r  p a r t ic ip a t io n  
in com p a n y  a d v e r t i s i n g ? _____ _________ _____ _________ _____________
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V. A. W hich o f  th ese  s e r v i c e s  o r  s e r v i c e  fa c i l i t ie s  (hand c a r d  6 to
the respondent) a r e  Availab le  to p o l i c y h o ld e r s  o f  the co m p a n y ?  
( ) c la im s  a d m in is tra t io n  a s s is ta n c e
( ) in sta llm en t  p aym ent p lans
( ) p a y r o l l  deduction  p lans 
( ) s p e c ia l  r is k s  c o v e r a g e s
( ) o ther
B. A r e  any new  trends  such as the fo l low in g  (hand c a r d  7 to the 
respondent) be ing  u sed  o r  c o n s id e r e d  fo r  \ise by  the co m p a n y ?
( ) group  p lans ( ) ded u ctib le  c o v e r a g e s
( ) expan sion  to m u lt ip le - l in e s  ( ) new  p ro d u ct  innovations
( ) expan sion  to a l l - l in e s  ( ) do not know
a ltern a t ives  to n e g l ig e n ce  s y s te m :
( ) n o - fa u lt  plan of c o m p e n sa t io n
( ) p e r io d i c  in sta llm en t  p aym ent plan o f  c o m p e n sa t io n
( ) other__________________________________________________ - ______
Is data p r o c e s s in g  being u sed  by  the co m p a n y  in an attem pt to 
aid the p r o d u c e r s ?  ____yes  ____no. If yes ,  in what a r e a s ? _____
D. How d oes  the co m p a n y  m aintain  high quality  p r o d u c e r s ?
E. D oes the com p a n y  use  b ra n ch  s a le s  o f f i c e s ?
this p r a c t i c e  b e n e f i c ia l ?  ____y e s ____no. Explain
ye s no. Is
G en era l  C om m en ts :
A P P E N D I X  E
P R O P E R T Y  AN D L IA B IL IT Y  IN SU RAN CE C O M P A N Y  
R E P R E S E N T A T IV E S  IN T E R V IE W E D  IN N ORTH  D A K O T A
A g r icu ltu ra l  G roup 
H aro ld  A . B oe , L o c a l  Agent
H a rtfo rd  F ir e  G roup 
David V a a ler ,  G en era l  A gent
A lls ta te  G roup 
L a r r y  C apouch , A gent
Im p le m e n t  D e a le rs  Mutual 
In su ra n ce  C om pan y  
John Tupa, U n d erw rite r
A m e r ic a n  F a m ily  G roup 
Doug H iney, A gent
I. N. A. G roup
D avid V a a ler ,  G e n e ra l  Agent
A m e r ic a n  H ardw are  Mutual 
In su ra n ce  C om pan y  
J. J. O 'H a llo ra n ,  A gent
M ilbank Mutual In su ran ce  
C om pan y
Duane A n d erson , G en era l  Agent
Continental In su ra n ce  C om pan y  
O r r e n  A n d e rso n ,  G e n e ra l  Agent
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and C asu a lty  C om pan y  
L e o n a rd  P e te r s o n ,  Agent
C, N. A . In su ran ce  C om pan y  
H aro ld  A . B oe , L o c a l  Agent
No dak Mutual In su ra n ce  C om pan y  
Dan R o lcz n sk i ,  U n d erw rite r
F a r m e r s  In su ra n ce  Group 
Duane R obb ins , A gent
St. P a u l In su ran ce  C om pan y  
H aro ld  A. Boe, L o c a l  Agent
F a r m e r 's  Union Mutual In su r ­
an ce  C om pan y  
L e o n a rd  P e te r s o n ,  A gent
State Auto and C asu a lty  U n d er ­
w r it e r s
John Tupa, U n d erw r ite r
F ir e m a n 's  Fund A m e r ic a n  
C om p a n ies
W in ifred  H um ble, G en era l  A gent
State F a r m  Group 
B il l  Lam b, A gent
G rea t  A m e r i c a n  In su ran ce  
C o m p a n ie s
W in ifre d  H um ble, G en era l  Agent
W e ste rn  C asua lty  and Surety 
David V a a le r ,  G en era l  Agent
54
B IB L IO G R A P H Y
B ooks
C a m m a ck , E m e r s o n ,  and M ehr, R o b e r t  I. P r in c ip le s  o f  In s u r a n ce .
Th ird  e d .; : H om ew ood , I l l in o is :  R ich a rd  D. Irw in , I n c . ,  1961.
The C o m m itte e  on D efin itions  o f  the A m e r i c a n  M arketing A s s o c ia t io n .  
M arketing D e fin it ion s . C h ica go :  A m e r ic a n  M arketing  A s s o c i a ­
tion, I960.
D avids, L e w is  E. D ic t io n a ry  o f  In s u r a n ce . Totow a, N ew  J e r s e y :  
L it t le f ie ld ,  A d a m s and C o . , 1965.
Gealan, A g n e s .  F ifty  Y e a r s  o f  P r o g r e s s . B is m a r c k ,  N orth  Dakota: 
North Dakota W o r k m e n 's  C om p en sation  Bureau, 1968.
G reen e , M ark R„ R is k  and In su ra n ce . C incinnati, Ohio: South- 
W e s te rn  P u b lish ing  Co. , 1962.
G reg g , D avis W. , and Long, John D. P r o p e r t y  and L ia b il i ty  Insurance- 
H andbook. H om ew ood , I l l in o is :  R ich a rd  D. Irw in , Inc. , 1965.
IB M  Sales  and S ystem s Guide. IB M  Punched  C a rd  Data P r o c e s s in g  for  
P r o p e r t y  and L ia b il i ty  In s u r a n ce . White P la in s ,  New Y ork : IBM, 
T e ch n ica l  P u b lica t ion s  D epartm ent.
R eed , V ir g i l  D. P lanned  M arketing . New Y ork : The R onald  P r e s s ,  
1929.
P e r io d i c a ls
"In su ra n ce  P r e m iu m  D istr ibution , " B e s t 's  R ev iew , P r o p e r t y / L i a b i l ­
ity  In su ra n ce  E d it ion . LX X I, N os. 2 -5 ,  1970.
55
56
P u b lic  D ocu m en ts
C a re y ,  A. L. North Dakota, O f f i c e  o f  the C o m m is s io n e r  o f  In su ran ce ,  
F i r s t  Annual R e p o r t  o f  the C o m m is s io n e r  o f  In su ra n ce  o f  the 
State o f  N orth D akota . B is m a r c k ,  North Dakota: 1890.
N ygaard , K. O. N orth Dakota, O f f ic e  o f  the C o m m is s io n e r  o f  In s u r ­
ance . S ta tist ica l R e p o r t  o f  In su ra n ce  C om p an y  In fo r m a t io n , 
1966-1 967. B is m a r c k ,  N orth Dakota: 1968.
. N orth  Dakota, O f f i c e  o f  the C o m m is s io n e r  o f  I n s u r ­
ance . T h ird  B iennia l In su ra n ce  R e p o r t  o f  the C o m m is s io n e r  o f  
In su ran ce  o f  the State o f  N orth D akota . B is m a r c k ,  N orth Dakota 
19 6 8 .
O lsn e s s ,  S. A . , and Hansen, M artin  S. N orth Dakota, O f f i c e  o f  the 
C o m m is s io n e r  o f  In su ran ce .  Annual R e p o r t  o f  the Hail In s u r ­
ance  D epartm ent o f  the State o f  N orth Dakota, 1920. G rand 
F o r k s ,  N orth Dakota: N orm an d en  P u b lish in g  Co. , 1921.
